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An increasing number of multinational companies (MNCs) from developing nations 
have entered into the global business environment, posing various challenges in the 
management of cross-border employees for both emerging and established MNCs. The 
number of Chinese MNCs in the Fortune 500 global rankings has steadily increased since 
2010; yet how these Chinese MNCs have developed their global human resource 
management (HRM) policies and practices for offshore operations is less understood. It 
is anticipated that because of different national, cultural and institutional contexts, as 
compared to established Western MNCs, Chinese MNCs and their subsidiaries might 
implement different HRM practices subject to the influences of home, host country and 
subsidiary specific factors. The extant literature examining these effects on HRM 
practices is largely embedded in the context of established MNCs from developed 
countries moving to either developed countries or developing nations. Relatively limited 
research however, is devoted to examining the home and host country effects and 
subsidiary specific factors on the choice of HRM practices among emerging MNCs from 
developing nations such as China, operating in the developed nations such as Australia. 
It is this research problem that the present thesis investigates. 
The main purpose of this thesis is to explore the influence of home, host country and 
subsidiary specific factors on the choice of HRM practices in Chinese MNCs operating 
in Australia. In order to understand this problem, the thesis applies institutional theory 
and the resource based view to develop a conceptual framework. Relevant prior studies, 
together with several strategic international human resource management (SIHRM) 
models were reviewed to develop and propose three key research questions, related to 
the influence of home, host country and subsidiary specific factors on the choices of 
HRM practices in Chinese MNCs.  
In order to answer the proposed research questions, an interpretivist paradigm utilising a 
case study approach was adopted. The case study approach was based on intensive face-
to-face interviews with 25 employees from six Chinese MNCs. The perceptions of 




subsidiary specific factors on the choice of HRM practices in Chinese MNCs operating 
in Australia. 
The findings show that country of origin (home country) effects were evident in relation 
to the choice of HRM practices in the subsidiaries of Chinese MNCs operating in 
Australia. In particular, the study found that several Chinese government regulations and 
policies determined the choice of HRM practices in the areas of expatriate selection and 
training in Chinese subsidiaries.  
Host (Australia) country effects were also found to influence HRM practices in Chinese 
MNCs’ subsidiaries, especially Australian labour laws and regulations, which affected 
the determination of pay and benefits, and occupational health and safety training.  
Furthermore, several subsidiary specific factors such as ‘the history of the subsidiary’, 
‘ownership’, and the ‘flow of resources’ from headquarters to subsidiary, were also 
found to affect the choice of HRM practices in Chinese MNCs operating in Australia.  
The thesis contributes to ongoing debates on convergence and divergence, and 
standardisation versus localisation of HRM practices in MNCs. The findings are also 
useful for global HRM practitioners in developing and implementing HRM strategies in 
Chinese MNCs, and for HR practitioners in other emerging economies.  
Keywords: Country of origin effect, host country effect, multinational companies 




CHAPTER 1  INTRODUCTION  
 
1.0 Research background  
Since the announcement of the ‘Going global’ policy by the Chinese government in 1999, 
Chinese companies have started expanding their business operations overseas (Luo and 
Tung, 2007). China has since emerged as one of the largest foreign direct investors 
among the developing countries, instead of, as in the past being the largest recipient of 
foreign direct investment (FDI) (UNCTAD, 2014). The number of Chinese multinational 
companies (MNCs) has steadily increased in the Fortune global rankings over the past 
decade. In 2000, only ten Chinese companies were included in the Fortune Global 500 
list; in 2016, the number rose to 103, and China has three of the top five places, namely 
State Grid, China National Petroleum Corp, and Sinopec Group, representing a stunning 
success for the country (Global 500, 2016).  
According to the figures published by the Ministry of Commerce (MOFCOM, 2016), 
China's overseas direct investment (ODI) grew from USD5.5 billion in 2004 to 
USD118.02 billion in 2015. Although the top destinations for Chinese outward foreign 
direct investment (OFDI) are in Asia (i.e. 68 percent in Hong Kong and Singapore alone), 
three percent of Chinese OFDI has gone to Australia; in fact, Australia is in the top No. 
5 of Chinese OFDI (ranked number 5) (MOFCOM, 2015). Figures from KPMG (2016) 




with an accumulated volume of USD78.68 billion from 2005 to 2015. Data from KPMG 
(2016) also show a strong presence of Chinese companies in Australia, with Chinese 
ODI in Australia for 2015 being USD11.1 billion.  
It is notable that Australia is one of the most frequent overseas destinations where 
Chinese MNCs have invested. However, scholarly research on management challenges 
in MNCs tends to centre on MNCs originating from developed nations such as the United 
Kingdom and United States (Myloni et al., 2004). It has been suggested that MNCs from 
developing countries, particularly as new entrants to the global marketplace, are likely 
to face different challenges as they invest more abroad (Malhotra and Hinings, 2010), 
thus requiring new investigations. The phenomenon of Chinese MNCs going global thus 
represents new research ground, for both academics and practitioners, to develop 
international business management theories and search for best practices (Child and 
Rodrigues, 2005; Luo and Tung, 2007; Alon et al., 2014). The outcomes of the 
investigation would offer recommendations for the emerging MNCs as to how to cope 
with management challenges when operating and expanding their businesses abroad, in 
Australia and elsewhere.  
According to Dowling, Festing and Engle (2008), the management of employees in an 
international context poses a particular challenge for MNCs, especially for emerging 
MNCs, such as Chinese MNCs operating in Australia and in other continents (see also 
Cooke, 2009; 2014; Zhu, J., Zhu, C. and De Cieri, 2014; Sparrow, Brewster and Chung 
2017). The challenges are largely related to contextual issues that businesses operating 




legal issues in the home and host business environments. Jackson and Schuler (1995) 
support this notion, arguing that HRM is contextualised. To manage cross-border 
employees effectively, various contextual issues must be taken into consideration when 
designing and developing international HRM strategies, in order for MNCs to achieve 
success in a globally competitive environment (see also Schuler et al., 1993). Thus, 
companies operating in international markets have to deal not only with increased 
competition imposed by the rapid rate of globalisation, but also with these economic, 
political, socio-cultural and legal issues in the home and host business environments 
(Cullen and Parboteeah, 2009; Perdikis, Read and International Economics Study Group, 
2005; Stiglitz, 2003; Edwards and Rees, 2017). Farndale and Paauwe (2007) also observe 
that the increasing internationalisation of firms have significantly affected modern-day 
HRM policies and practices. However, to what extent the international HRM policies 
and practices of emerging Chinese MNCs are affected by contextual factors is less 
understood; thus, it is this research problem that the present study investigates. 
1.1 Statement of the research problem 
Attempts have been made by various researchers to study the HRM practices and 
strategies of emerging Chinese firms (e.g. Cooke, 2009; 2014; Child, 2009; Lamond and 
Zheng, 2010; Zheng, 2013; Zhu, Zhu and De Cieri, 2014; Cooke, Saini and Wang, 2014). 
However, there has been a limited amount of academic research investigating the country 
of origin (COO) effect on HRM practices in Chinese companies operating overseas, and 
even less on Chinese companies operating in Australia (Cooke, 2009). Most existing 




Pudelko and Harzing (2007) examined the COO effects of Japanese, German and 
American firms operating in the USA, Germany and Japan. Zhang and Edwards (2003; 
2007) looked at the host country effects on HRM practices of Chinese firms in the UK. 
Despite recent attention being paid to international business management issues in the 
context of Chinese MNCs operating in Australia (e.g. Wang, Feng, Freeman, Fan and 
Zhu, 2014; Zhu et al., 2014; and Zhang and Fan, 2014), the focus has tended to be on 
various aspects of HRM, such as training, cross-cultural competency, labour relations, 
and occupational health and safety (OHS). A systematic evaluation of COO and host 
country effects on the choice of Chinese MNCs’ overall HRM policies and practices is 
rare (Zhu et al., 2014). The present study addresses this research problem by focusing on 
an examination of institutional and cultural elements related to COO, host country effects 
and subsidiary factors that impact on HRM policies and practices of Chinese MNCs 
operating in Australia. 
In the extant literature, two major influences on the HRM practices of MNCs are 
identified: local contextual factors (such as labour market conditions, unionisation, legal 
and socio-political environments); and the firms’ home-country factors (such as culture, 
government regulation and policies) (Brewster, 1995; Jackson and Schuler, 1995; Yang, 
1992). Schuler et al. (1993) argue that, on one hand, local environmental conditions 
influence the HRM practices of MNCs operating in the host country. On the other hand, 
the culture of the home country (the country of origin) imposes a major influence on the 
HRM practices of MNCs (Femer, 1997). Several scholars (e.g. Schuler et al., 1993; 




firms from some countries, with certain cultural values, are better able to adapt to local 
conditions, while firms from other countries with different cultural values may prefer to 
transfer the practices used in their home country to the host country where their 
subsidiaries operate, such as firms from the US operating overseas. As some practices 
are more acceptable to employees with certain cultural values (Hofstede, 1980; Newman 
and Nollen, 1996; Beugelsdijk, Maseland and Hoorn, 2015), it is anticipated that a COO 
with strong cultural influence on business and managerial practices may determine the 
degree to which MNCs are able to transfer their home country practices to their overseas 
operation.  
Based on Hofstede’s (1980) cultural dimensions, China represents one of the Eastern 
cultural groups characterised by strong collectivist values, high power distance, and a 
Confucianist orientation (Mente, 2000; Alon, 2003; Warner, 2014; 2016). These cultural 
characteristics are vastly different from those dominant in Australia, as one of the 
Western cultural groups featuring individualism, low power distance, and universalist 
values of freedom, democracy and equality (Daly, 2013). A research problem not well 
studied in the literature is, to what extent do the cultural differences between Australia 
and China affect the way Chinese MNCs operate business and manage their employees 
in Australia? As a result, the present study investigates culture and other COO effects, in 
addition to host country effects and subsidiary factors, in terms of their influence on the 




1.2 Research questions 
Zhang and Edwards (2003) argue that one of the critical factors in the success of Chinese 
MNCs operating in developed countries would be whether or not they are able to design 
and develop effective international human resource management (IHRM) that can meet 
the requirements of the internationalization process. As discussed earlier, IHRM is 
contextualized (Schuler et al., 1993; Jackson and Schuler 1995). Contextual issues that 
Chinese MNCs operating in Australia need to consider cover economic, political, socio-
cultural and legal environments of both the home (China) and host (Australia) countries, 
in addition to taking into account Chinese MNCs’ own internal factors, such as 
organisational strategy, structure and size.  
Therefore, in order to develop an understanding of how COO (home country) effect 
influences the choices of HRM policies and practices of Chinese MNCs operating in 
Australia, specific research questions are proposed as follows.  
Research question (RQ) 1: How does country of origin (COO) influence the choice of 
HRM practices of Chinese MNCs operating in Australia? 
The contextual factors derived from the host country could also impact on the choice of 
international HRM policies and practices of MNCs (Pudelko and Harzing, 2007). Thus, 
it is also important to investigate the extent to which the choice of HRM practices of 




environment, and political and industrial relations framework. Hence, the second 
research question is proposed as follows. 
RQ2: How does host country influence the choice of HRM practices of Chinese 
MNCs operating in Australia? 
In the context of international business, a MNC’s characteristics (subsidiary) determine 
the way the MNC either adopts a global integration/standardisation strategy, or responds 
to the local environments where each subsidiary operates. A review of theoretical models 
of IHRM (e.g. Rosenzweig and Singh, 1991; Schuler et al., 1993; Taylor et al. 1996; 
Shen, 2005) points to the importance of organisational characteristics in the analysis. 
Therefore, in line with existing research, the third research question is:  
RQ3: How do subsidiary specific factors influence the choice of HRM practices of 
Chinese MNCs operating in Australia?  
In order to answer these three research questions, a qualitative research method is chosen, 
which is briefly justified in the next section.  
1.3 Research methodology 
Given that the HRM challenges faced by emerging MNCs from China operating in 
developed nations such as Australia are understudied, the present study adopts an 
exploratory case study approach, using a qualitative research method, namely in-depth 




for two reasons. Firstly, it helps to generate interesting points raised by selective research 
interviewees for the discussion of factors that may have influenced the HRM practices 
of Chinese MNCs operating in Australia, and that have not been explored in previous 
studies (Klenke, 2008). Secondly, the case study approach, derived from an interpretivist 
paradigm, helps the researcher obtain an in-depth interpretation of issues related to the 
impacts of COO effects, host country effects and subsidiary specific factors on the HRM 
practices of Chinese MNCs operating in Australia. Such interpretivist approach also 
enables the research to explain the complexities of those issues in a contextualised 
manner.  
Since the main aim of the present study is to investigate the influences of COO effects, 
host country effects and organisational factors on the choices of HRM practices, the unit 
of analysis is the company: Chinese MNCs operating in Australia, with their 
headquarters in China. Yin (2015) argues that objective settings of research are far more 
important in case study method than a large sample size. Thus, the present study focuses 
on the organisational setting in six case companies, including four state-owned 
enterprises (SOEs) and two privately-owned (POEs) Chinese firms, spreading across 
different industries, with different lengths of overseas operation, ownership, and 
subsidiary size. 25 research participants from the six Chinese MNCs were interviewed; 
and these participants were either employees working in the Australian subsidiaries of 
Chinese companies or senior managers or expatriates sent from the home country (China) 
to work in Australia. To gather appropriate data about organisations and their HRM 




included as research participants.  
Interview questions were developed from a review of relevant theoretical and empirical 
literature; while data on organisational information and HRM practices of Chinese MNC 
subsidiaries in Australia were collected from face-to-face and telephone interviews with 
research participants. Data were transcribed, stored and analysed using Nvivo 10. The 
analysed data achieved the expected outcomes of this study, which are outlined next.  
1.4 Expected outcomes of the study 
This study on the factors influencing the choice of HRM practices in Chinese MNCs 
operating in Australia contributes to the existing literature on strategic IHRM, especially 
with reference to emerging MNCs from transitional economies such as China. Embedded 
in institutional theory, the study outcomes identify critical institutional factors affecting 
the choice of HRM policies and practices of Chinese MNCs. 
Furthermore, an exploration of standardisation and localisation of HRM policies and 
practices of Chinese MNCs, as a result of both COO effects and host country effects, 
contributes to the HRM convergence-divergence debate in the realm of international 
business. In addition, the study outcomes provide practical insights into practices for 
managerial staff working in Chinese MNCs, as well as those involved in managing 
emerging MNCs from other BRIC nations, such as Brazil, Russia, India, and South 





The study seeks to gain information on the HRM practices of Chinese MNCs operating 
in Australia, and provides additional empirical evidence to explore the relationship 
between influencing factors and HRM practices, in the context of Chinese MNCs 
operating in Australia. The study outcomes also contribute to the body of knowledge on 
IHRM, and helps identify international business management challenges for emerging 
MNCs from less developed economies, such as China, when operating in an advanced 
economy such as Australia. 
The outcomes of this research will also be helpful for Chinese firms that are attempting 
to globalize, in order for these companies to further consider the COO effects and host 
country effects that are likely to affect the way they formulate their IHRM strategies and 
manage their global employees who might be working for their companies. 
1.5 Outline of the thesis 
This thesis is organised into six chapters. A brief overview of the six chapters is provided 
as follows.  
Chapter 1 has discussed the research background, and identified the key research 
questions. The chapter also briefly outlines the research methods used to carry out the 
investigation, and study outcomes.  
Chapter 2 presents an overview of the existing literature on SIHRM. It first outlines the 
concepts of HRM, and its major subfields of strategic HRM and international HRM 




drawn out, in order to apply them to the development of the conceptual framework in the 
present study. This is followed by a brief literature review of country of origin (COO) 
effects on HRM practices. Existing studies on the linkage between home/host country 
effect and HRM practices are also reviewed in this chapter, with the intention of 
justifying the variables chosen in the conceptual framework for the present study. The 
chapter ends by proposing three key research questions, investigating the influence of 
COO effects, host country effect, and subsidiary factors, on the HRM policies and 
practices of Chinese MNCs operating in Australia.  
Chapter 3 discusses the research methodology adopted in this study. A detailed 
justification of the interpretivist research paradigm and the case study approach is 
provided. The chapter also details the development of semi-structured interview 
questions, sample selection, data collection and storage, data development, and data 
analysis. The issues of validity and reliability of data are also addressed in this chapter, 
and the ethical issues and associated research procedures are followed.  
Chapter 4 presents the analysis of the data, identifying thematic nodes derived from an 
interpretation of the perceptions of the 25 interviewees in six Chinese MNCs, based on 
the conceptual framework developed in Chapter 2. The chapter concludes with a brief 
outline of the key findings of the study. 
Chapter 5 discusses the key findings of the study in light of the literature, addressing the 




for practitioners and policy-makers are outlined in Chapter 6, which also concludes the 





CHAPTER 2  LITERATURE REVIEW 
 
2.0 Introduction 
As the world is increasingly becoming globalised, and as many firms are continuously 
expanding their operations to foreign markets, some scholars (e.g. Saka‐Helmhout, Deeg 
and Greenwood, 2016; Kostova, Marano and Tallman, 2016) have directed their 
attention toward examining the country of origin (COO) effect on human resource 
management (HRM) practices and other related variables. This chapter presents a 
relevant review of literature on the COO effect on HRM practices in general. The key 
aim of this chapter is to provide a theoretical foundation for examining the COO effect 
on HRM practices relevant to Chinese MNCs operating in Australia.  
The first section of this chapter focuses on examining the concept of HRM, and the 
evolution of HRM into two key subfields: Strategic Human Resource Management 
(SHRM) and International Human Resource Management (IHRM) and their significance 
within the context of MNCs (Section 2.1). This is followed by a discussion of three 
theoretical perspectives underpinning the present study, and a review of five strategic 
IHRM (SIHRM) models relevant to the HRM practices of MNCs from developing 
countries (Section 2.2), in order to develop an understanding of SIHRM within the 
context of MNCs. Section 2.3 evaluates the literature on COO effects. Section 2.4 




revolving around HRM practices among MNCs. Finally, the chapter develops a 
conceptual framework pertinent to the present study (Section 2.5). The conclusion of the 
chapter is presented in Section 2.6. 
2.1 Evolution of human resource management (HRM) 
Human Resource Management (HRM) is a broad and multidimensional concept that 
encompasses a wide range of issues (Banfield and Kay, 2012; Brewster, Mayrhofer and 
Smale, 2016). According to Kaila (2007), HRM is concerned with functions, strategies, 
decisions, operations, principles, activities and practices that relate to management of 
people in the organisation. In this regard, Aswathappa (2005) argues that HRM is a 
management function that involves recruiting, selecting, training and developing people 
within the organisation so that they are able to achieve set organisational goals. In 
essence, HRM can be considered as any organisational strategies, practices or activities 
that focus on managing individual employees or a group of employees in order to 
enhance organisational performance (Banfield and Kay, 2012). Under a changing 
external and internal environment, HRM focuses on aligning people with the general 
business strategy, creating high-performance work systems (Becker and Huselid, 2006) 
and adding value through better management of people so that firms can sustain their 
competitive advantage (Delery and Doty, 1996). 
HRM takes different approaches in accordance with the structure of the organisation. It 
is critical to note that HRM occurs at two levels: micro and macro levels. At the micro 




employing practices such as staffing, retention, performance, pay, and other relevant 
activities focusing on the development of the workforce (Dunphy and Stace, 1992). At 
this level, HRM is referred to as strategic management of employees in a collective 
relationship between management and employees or the workforce (Boxall, Purcell and 
Wright, 2008; De Cieri, Kramar, Noe, Hollenbeck, Gerhart and Wright, 2003; 
Crawshaw, Budhwar and Davis, 2014). HRM at the strategic level deals with 
fundamental business issues such as organisational growth, effectiveness and survival 
(Brewster and Mayrhofer, 2012). In contrast to the strategic macro level, the micro level 
is often considered as the functional level since it focuses on the capabilities that 
individuals bring and how they can be incorporated within the organisational structure 
to support various organisational functions in order to achieve business goals.  
Therefore, there are two key subfields of HRM: Strategic Human Resource Management 
(SHRM) and International Human Resource Management (IHRM). The following sub-
sections examine SHRM and IHRM and their significance within the context of MNCs.  
2.1.1 Strategic human resource management (SHRM) 
The concept of SHRM has developed rapidly due to increased recognition of the impact 
of HRM on the competitiveness of organisations (Banfield and Kay, 2012; Crawshaw, 
Budhwar and Davis, 2014). Similar to the concept of HRM, SHRM is a broad and multi-
dimensional concept. In this regard, Wright, Snell and Dyer (2005) argue that it is very 
difficult to define SHRM mainly because it is not a unitary phenomenon, but rather is a 




practices, programs and policies that facilitate the strategic objectives of the organisation. 
According to Lefter, Marincas and Puia (2007), SHRM takes into account: the economic 
progress of the industry in which the company operates; investment policy and 
technologies to be implemented in the future; and, certain changes in organisation 
management or planning.  
According to Becker and Huselid (2006), SHRM can be differentiated from traditional 
HRM in two main ways. Firstly, as opposed to focusing on individual performance, 
SHRM focuses on organisational performance. Secondly, SHRM focuses on the roles 
within HRM systems as ways opposed to individual HRM processes. Becker and Huselid 
(2006) further note that the simplest depiction of SHRM is evident in the relationship 
between firm performance and its HR architecture. Storey (2001, p. 6) notes that SHRM 
is “a distinctive approach to employment management which seeks to achieve 
competitive advantage through the strategic deployment of a highly committed and 
capable workforce using an array of cultural, structural and personnel techniques.” 
SHRM may vary from one organisation to another; however, an overarching element of 
SHRM is that it provides support and sustains a clear mission and strategy (Lefter et al., 
2007; Mello, 2014).  
Salaman, Storey and Billsberry (2005) argue that SHRM integrates potential future 
changes to the management of the organisation and planning issues for the achievement 
of competitive advantage in the industry where the firm operates (Salaman et al., 2005). 
Strategic approaches to HRM often relate to the pursuit of competitive advantage in the 




expanding the traditional role of HRM from bureaucratic approaches towards becoming 
more strategic in the management of human resources. SHRM offers substantial linkages 
between organisational business strategy and HRM activities, with reference to the 
policies and procedures in the formulation and implementation of the organisational 
strategy (Schuler and Jackson, 1999). In essence, SHRM shifts HRM from traditional 
approaches of managing human resources to a more strategic approach that synchronises 
business strategy and HRM practices (Schuler and Jackson, 1999). 
Based on the SHRM definitions provided in this sub-section, it is plausible to argue that 
a strategic approach to HRM accentuates meeting the strategic goals of the organisation 
and gaining competitive advantage. SHRM may vary from one business entity to another. 
Nevertheless, the essential condition is that it supports and sustains an organisation’s 
strategy and competitive advantage (Salaman et al., 2005). 
2.1.2 International human resource management (IHRM) 
In recent decades, a significant number of companies that formerly operated within the 
local market only have expanded their operations beyond their home country so as to 
improve their growth and profitability (UNCTAD, 2014). As the world has become 
increasingly globalised, many firms have shifted their focus to the international market 
(Cullen and Parboteeah, 2009).  
However, there are a range of issues that businesses operating in the international market 




environment. Organisations also have to deal with cultural issues and increased 
competition imposed by the rapid rate of globalisation (Cullen and Parboteeah, 2009; 
Perdikis et al., 2005; Zheng, 2016; Qi, 2016). Farndale and Paauwe (2007) observe that 
the increasing internationalisation of firms has significantly affected modern-day HRM 
policies and practices. As a result, the concept of IHRM has emerged.  
According to Dowling, Festing and Engle (2008), IHRM encompasses all issues that 
involve the management of employees in the international context. Similarly, Tarique, 
Briscoe and Schuler (2015) and Sparrow, Brewster and Chung, (2017) argue that IHRM 
entails managing employees in the global context. The concept of IHRM has been 
essential and valuable in modern society with reference to the effectiveness and 
efficiency of international or global transactions (Cox, 2014). Many MNCs are 
embracing the concept of IHRM in order to gain competitive advantage and effectively 
handle the management issues and talent attraction and retention challenges that emanate 
from the global market (Tarique et al., 2015).  
IHRM has also been developed into a new academic field that focuses on examining 
national and international improvement of the operations of business entities through 
development and motivation of employees (Dowling et al., 2013; Edwards and Rees, 
2017). It is argued that IHRM processes, policies, and practices should be consistent with 
the structures, culture and values of business entities in order to achieve competitive 
advantage in the course of exploiting valuable resources, skill and expertise globally 




IHRM as a study field is characterised by three broad approaches. Firstly, cross-cultural 
management approaches explore people’s behaviour in organisations around the world, 
and depicts how to work in organisations with diverse employees and client populations 
from different cultures (Kawar, 2012). This approach focuses on looking into human 
behaviour in the organisation from a global perspective. Secondly, the comparative 
approach focuses on a comparison of HRM systems of organisations operating in diverse 
nations. Thirdly, the multinational approach explores different HRM aspects in 
multinational firms (Dowling et al., 2008). De Cieri and Kramar (2005) argues that the 
concept of IHRM can be examined by focusing on the key differences between domestic 
HRM and IHRM, in organisations operating across national and international contexts 
respectively. In essence, IHRM seeks to address issues relating to cultural differences 
and differences between domestic and international HRM so as to facilitate the 
effectiveness of MNCs operating in the global context (De Cieri and Kramar, 2005; 
Dowling et al., 2008; Kawar, 2012; Vaiman and Brewster, 2015; Brewster, Mayrhofer 
and Smale, 2016; Edwards and Rees, 2017). 
2.1.3 Culture and IHRM 
In the extant literature, culture is often treated as a moderating variable in IHRM 
(Johnson, Lenartowicz and Apud, 2006; Dowling et al., 2008; Cullen and Parboteeah, 
2009; Muenjohn and Armstrong, 2015; Wong and Kong, 2017). Individuals from a 
particular culture often have distinct attitudes, behaviours, common values and a way of 
life that are transmitted gradually overtime in a dynamic process. These types of 




design and deliver their HRM policies and practices across borders (Dowling et al., 2008; 
Muenjohn and Armstrong, 2015).  
It is the task of Human Resource departments to consider the five factors of a country’s 
cultural environment which are defined as: power distance, which deals with how power 
is distributed in a country and how the inhabitants accept this distribution; uncertainty 
avoidance, which is about how uncertainty is tolerated in a country; masculinity 
describes the role of genders in a country; individualism examines to which extent people 
are integrated into a group; long-term orientation is about the degree to which people 
plan and consider the future and how important values and traditions are for them 
(Hofstede, 1984; Nevins, Bearden and Money, 2006). These factors define the culture of 
a country and the company operating in this country and therefore HRM should adapt 
when needed.  
Johnson et al. (2006) note that many MNCs fail in international business because they 
lack cross-cultural competence and understanding, which leads to an inability to function 
effectively in different cultural contexts. Cross-cultural management is imperative for 
MNCs, since the cultural background of employees and the cultural environment of a 
firm play a significant role in determining performance outcomes (Dowling et al., 2008).  
While operating in different cultures, MNCs have to contend with a wide range issues 
that emerge from having a culturally diverse workforce (Liu, 2004; Zheng, 2013). HRM 
departments and personnel of MNCs should develop and implement IHRM strategies, 




in a foreign company, or where it has employees from foreign countries (expatriates), 
effective cross-cultural training and management is believed to be essential to ensure 
MNCs’ successful operation offshore (Liu, 2004; Johnson et al., 2006). HRM personnel 
need to comprehend how cross-cultural factors interact with the needs of employees from 
different cultural backgrounds in communication, so as to design and develop effective 
IHRM policies and practices to address the diversified needs of MNCs’ global workforce 
(Dowling et al., 2008; Cooke, 2009). 
When individuals from different cultures work together, conflicts or misunderstandings 
are bound to emerge. In MNCs where differentiation, variation and complexity in the 
relations between subsidiaries and the headquarters of the firm are key features, issues 
pertaining to cultural differences should be taken into account (Barrera, 2010; Liu, 2004; 
Johnson et al., 2006). Tarique et al. (2015) note that cultural differences can lead to 
communication gaps, since communication is influenced by inter alia cultural factors. In 
addition, these different preferences for informal or formal communication styles can 
cause persistent challenges for HRM since individual employees from different cultures 
employ different communication approaches and have distinct preferences.  
However, despite the fact that cultural differences in MNCs can cause major challenges, 
they can also be valuable assets for the firm as far as innovation is concerned. Tarique et 
al (2015) argue that the main objective of IHRM is not to develop a common culture 
within the organisation but rather to ensure that human resources function smoothly, such 




organisation is able to cope efficiently with challenges imposed by cultural differences 
when operating in the global market.  
Therefore, strategic IHRM is essential in enabling MNCs to develop and implement 
innovative HRM practices that are culturally appropriate, to help enhance the 
competitive advantage of the firm (Barrera, 2010; Liu, 2004; Johnson et al., 2006). How 
strategic and international HRM (SIHRM) contributes to the success of MNCs in the 
global marketplace will be addressed in Section 2.1.4. 
2.1.4 SIHRM and success of MNCs 
MNCs are “companies that conduct transactions in more than one country, with a system 
of decision making that permits influence over resources and capabilities where the 
transactions are subject to influence by factors external to the parent country of the 
enterprises” (De Cieri and Kramar, 2005:545). From this illustration, MNCs can be 
considered as enterprises that operate in two or more nations under the management of 
the nation of origin. These entities focus on exploiting opportunities in the global context 
to meet the needs and preferences of consumers in the markets and industries of 
transaction.  
As observed in previous sections, businesses operating in the international market have 
to contend with a wide range of issues, of which the most important is managing a 
workforce with cultural diversity (Cullen and Parboteeah, 2009). The literature on MNCs 




which are generated from cultural differences, and the extent to which practices 
employed in MNCs’ subsidiaries reflect those of local firms (local isomorphism) (e.g. 
Harzing and Sorge, 2003; Hofstede, G.H and Hofstede, G. 2001; Myloni et al., 2004; 
Pudelko and Harzing, 2007; Vaiman and Brewster, 2015). In this section, a link between 
IHRM and the business strategies of MNCs is discussed. 
In their landmark study, Taylor, Beechler, and Napier (1996) describe the explicit 
relationship between IHRM and MNC strategies as SIHRM (strategic international 
human resource management). In light of the rapid increase in globalisation, HRM in 
MNCs is gradually evolving from merely being an employee management function to a 
more strategic function, in order not only to cope with issues pertaining to cultural 
differences but for the purpose of overcoming challenges in the global business 
environment and achieving the strategic goals of the business. Tarique et al (2015) and 
Dowling et al. (2008) have argued that strategic IHRM provides MNCs with mechanisms 
for coordination and control of their international operations. Others acknowledge that 
strategic IHRM helps MNCs to facilitate or enhance the efficient implementation of 
global strategies (Harzing and Sorge, 2003; Banfield and Kay, 2012). Kim and Gray 
(2005) argue that strategic IHRM is an invaluable tool that enables MNCs to develop 
and implement global business strategies in order to improve their performance in the 
global market. IHRM strategies covering various practices or activities help generate and 





Similarly, Fan, Zhang and Zhu (2013) argue that strategic IHRM is essential for effective 
and efficient leveraging of human resources in MNCs, to realise the desired business 
strategies. SIHRM integrates HRM, internationalisation processes and strategic 
management. SIHRM significantly contributes to MNCs gaining competitive advantage 
by enhancing capabilities and competencies that are specific to the firm (Erwee, 2007). 
Schuler, Budhwar and Florkowski (2002) argue that SIHRM provides both tangible and 
intangible resources that can enable MNCs and their subsidiaries to outdo their 
competitors. This is considered imperative for businesses operating in the global context, 
as it aids businesses to align their HR practices in a manner that allows the business to 
maintain their competitive advantage.  
The rationale for the choices of SIHRM practices in MNCs is often explained by two 
main theories, the resource-based view and institutional theory, apart from the cross-
cultural perspective. These two theoretical perspectives will be discussed in detail, along 
with a review of several SIHRM models, in Section 2.2, which will provide further 
insights into key factors that influence the choices of SIHRM policies and practices of 
MNCs.  
2.2 Theories and SIHRM Models 
Contemporary HRM theories emanate from diverse interrelated fields such as sociology, 
economics, management, and psychology (De Cieri and Kramar, 2005; Dowling et al., 
2008). Numerous HRM theories are presented in the fields of industrial and 




With reference to strategic and international HRM (SIHRM), which is the focus of the 
present study, two theories, resourced-based view (RBV), and institutional theory are 
predominantly applied in the context of MNCs, and are thus relevant to the present study. 
These two theories are therefore discussed first. Based on these two theories, several 
SIHRM models have been developed to assist in empirical testing of factors influencing 
the choices of SIHRM practices of MNCs and their subsidiaries. These SIHRM models 
will be subsequently reviewed in Section 2.2.4. 
2.2.1 Resource-based view 
Various researchers have developed different theoretical perspectives and models in an 
attempt to explain what HRM entails within the context of MNCs (Wright and McMahan, 
1992; Barney, 2001; De Cieri, Cox and Fenwick, 2007). Over time, the RBV has emerged 
as a dominant theoretical perspective especially in SIHRM studies, mainly because it 
directly touches on the potential value of a company’s internal assets in the execution of 
its various global strategies (Wright and McMahan, 1992). According to Barney (2001), 
RBV helps provide invaluable insight into the needs of MNCs, to develop various 
dimensions of HRM, such as expatriate selection and training, strategic compensation 
and total rewards packages and management of labour relations in the global context (De 
Cieri et al., 2007). In essence, the RBV offers theoretical foundations for the setting of 
MNCs’ structure and activities in relation to their international staffing issues (De Cieri 
et al., 2007; Dowling et al., 2008).  




competitive advantage by business entities, because human resources, as one 
organisational resource, possesses the qualities of added-value, rarity, inimitability, 
uniqueness and non-substitutability, which are believed to be capable of offering 
sustainable competitiveness for global firms (Barney, 2001; De Cieri et al., 2007). 
Salaman et al. (2005) concur that a strategic approach to HRM (SHRM) often relates to 
the pursuit of competitive advantage in local and global contexts. These authors further 
argue that SHRM integrates potential future changes to the management of the 
organisation as well as planning issues for the achievement of competitive advantage in 
the industry and location where the firm operates (Barney, 2001; De Cieri et al., 2007; 
Salaman et al., 2005).  
Rather than emphasising external factors such as a firm’s industry position, as sources of 
competitive advantage, RBV is based on the premise that a firm’s internal resources, 
such as employees or human resources, are its main sources of competitive advantage 
(Wright and McMahan, 1992). According to a critical evaluation of the existing literature, 
there is a close relationship between the RBV and the formulation of strategy (Salaman 
et al., 2005).  
The obvious and core connection of SHRM and IHRM to the RBV is presented in two 
major ways. Firstly, RBV accentuates the role of human resources in relation to 
implementing global business strategy. Secondly, the RBV encourages the development 
of firms’ internal resources to achieve competitive advantage: thus, RBV extends beyond 
domestic HRM practices to emphasise the choice of international HRM policies and 




overall firm performance. This view provides a strong rationale as to why MNCs require 
strategic international HRM (Wright and McMahan, 1992).  
However, the choices of HRM practices of MNCs’ subsidiaries are likely to be 
determined also by external home and host country environmental factors, not just 
internal (endogenous) factors. Thus, the present study also focuses on exploring external 
influences, which the RBV alone is not able to theorise. Therefore, it is necessary to 
consider institutional theory. 
2.2.2 Institutional theory 
Prior to examining what institutional theory entails in the context of SIHRM in MNCs, 
it is crucial to examine what the term ‘institution’ means. According to Lee (2011), 
institutions can be defined as “cognitive, normative, and regulative structures and 
activities that provide stability and meaning to social behaviour”. Institutions are 
transported by various carriers, such as cultures, structures, and routines, and “they 
operate at multiple levels of jurisdiction” (Lee, 2011:66). Scott (2005) traces institutional 
theory back to industrial relations literature, which focused on rules and regulations 
between employers and their employees. Bjorkman, Fey and Park (2007) argue that 
institutional theory can be used to assist in understanding the determinants of HRM 
practices in global settings.  
Subsequently, several studies (Lawler, 2006; Ferner, Almond and Colling, 2005; Thite, 




example, a study by Lawler (2006) used institutional theory to examine whether local 
culture influenced the HRM practices of foreign-owned subsidiaries. Ferner et al. (2005) 
examined several institutional factors that would influence the transfer and 
implementation of HRM policies from US companies to their foreign subsidiaries. 
Although not explicitly, Thite et al.’s (2012) study applied institutional theory to examine 
the effects of both home and host country’s institutions and business systems on the 
diffusion of HRM policies and practices of an emerging Indian MNC operating in 
Australia and China. 
Lee (2011) categorises numerous institutional factors into two broad dimensions: 
‘institutional environment’, and ‘organisational institutions’. In the context of examining 
the institutional environment, Lee (2011) borrowed heavily from some of the critical 
variables of institutions from an earlier study by Zucker (1987), including government 
policies, labour legislation, national cultures, local economies, and labour market 
conditions (see Figure 1). Organisational institutions, as argued by Lee (2011), are those 
that facilitate MNCs to adapt, comply and fit into the institutional environment. For 
example, if a Chinese multinational bank decides to expand to Australia, a relevant 
organisational institution would be China’s Bureau of Foreign Currency Exchange which 
regulates the bank’s dealings with foreign currency overseas. A second relevant 
organisational institution would be Australia’s (host country) Foreign Investment 
Review Board which deals with attracting FDI. In addition, Australian banking 
associations and codes of conduct are other institutions that the Chinese bank would also 




organisational institutions drive MNCs to respond to home, host country and subsidiary 
specific requirements. 
Figure 1:  Sources of Institutionalism 
 
Sources: Adapted from Zucker (1987) 
Institutional theory helps understand the impact of various institutional variables on the 
practices and designs of global business entities in the present study. Thus, institutional 
theory goes beyond the resource-based view to look at country level factors that increase 
organisational competencies (Bjorkman et al., 2007). In particular, institutional theory 
can be deployed to explain how and why MNCs design and develop certain SIHRM 
policies and practices in order to respond to their external and internal pressures. From 
this perspective, this theoretical approach is most applicable to the present study, which 





















that may influence HRM policies and practices within the context of Chinese MNCs 
operating in Australia. 
2.2.3 Cross-cultural perspective 
Having explained the theoretical foundations of SIHRM within MNCs with reference to 
RBV and institutional theory, it is also important to understand the cross-cultural 
perspective on IHRM, which is embedded in institutional theory (Zucker, 1987; Lee, 
2011). Literally, the term cross-cultural can be understood as moving from one culture 
to another. It is a phenomenon that emerged as a result of market globalization, which 
has seen many companies expand or move their operation out of their home country to 
another country. Given the fact that the culture of one country varies from that of others, 
the ramifications of this is that there will be some form of cultural exchange, interaction 
and integration (Liu, 2004). As previously observed by Dowling et al. (2013), cultural 
differences can cause conflicts and major communication problems in MNCs.  
Moreover, as evident in cultural models developed by Hofstede (1980), and Trompenaars 
and Hampden-Turner (2000), culture is operationalised to influence both individual and 
organisational behaviour. It is argued that national cultural dimensions influence the 
establishment of corporate/organisational culture (Liu, 2004). There are six key 
dimensions of national culture: Power Distance; Uncertainty Avoidance; Individualism 
versus Collectivism; and Masculinity versus Femininity; Long term Orientation versus 
Short Term Orientation and Indulgence versus Restraint. A detailed explanation of these 




studies related to leadership development and HRM (e.g. Dorfman, Javidan, Hanges, 
Dastmalchian, and House, 2012; Mayes, Finney, Johnson, Shen, and Yi, 2016), is 
presented for reference in Appendix E.  
Dowling et al. (2013) argue that national culture should be considered as an important 
variable for determining the choices of IHRM policies and practices by MNCs in order 
to address the diversified needs of employee cohorts from different cultural backgrounds. 
Dowling et al. (2013) further argue that, in most cases, persons from a similar culture 
have similar mental programs. Therefore, culture can have a significant impact on HRM 
professionals and practitioners, and on the way they design and develop HRM policies 
and practices of MNCs. 
MNCs have to contend with a wide range of HRM issues that emerge from having a 
culturally diverse workforce (Dowling et al., 2013; Sparrow, Brewster and Chung, 2017). 
Cross-cultural management is arguably imperative in MNCs because the cultural 
background of employees and the cultural environment of a firm play significant roles 
in determining performance outcomes (Dowling et al., 2013; Edwards and Rees, 2017; 
Warner, 2014). Therefore, HRM personnel should develop and implement HRM 
strategies, practices and policies that are culturally appropriate. It is essential for HRM 
personnel to comprehend how cross-cultural factors interact with employees and 
thereafter foster cross-cultural communication and enhance the level of cross cultural 
competence of employees within the organisation (Dowling et al., 2008).  




attributed to a lack of cross-cultural competence. Cultural competence enables 
companies to work and respond effectively across cultures, in such a manner that cultural 
values and beliefs are recognised and are used to increase competitive advantage. 
Therefore, development of cross-cultural competence is important to managers from 
emerging economies, and is especially imperative for Chinese MNCs operating overseas. 
This cultural perspective is also often under consideration in the several SIHRM models 
discussed next. 
2.2.4 Evaluation of relevant SIHRM models 
Several conceptual models have been developed in an attempt to explain how MNCs 
employ strategic and international HRM (Rosenzweig and Singh, 1991; Schuler et al. 
1993; Taylor et al. 1996). Nevertheless, it is worth noting that most studies have focused 
on IHRM issues in MNCs based in developed countries (Cooke, 2014). Limited research 
has been undertaken on MNCs from developing nations (Zhang and Edwards, 2007). 
How and why Chinese MNCs have deployed particular international HRM policies and 
practices is a research area that has received very little attention in SIHRM studies.  
Various IHRM models have been developed over the years, which depict varying aspects 
of strategic IHRM (Rosenzweig and Singh, 1991; Schuler et al. 1993; Taylor et al. 1996; 
Shen, 2005). The present study critiques the selection of variables and factors in the 
existing models, and examines whether these factors can also be applied to the present 
study, which explores factors influencing the choices of HRM practices among Chinese 




of MNC’s HRM practices in different contexts to analyse their implications for Chinese 
MNCs. Under each model, a brief review is undertaken and an analysis of what may or 
may not apply to Chinese MNCs operating in Australia is explored.  
Rosenzweig and Singh’s (1991) Model 
By examining the relationship between organisation and their environment, Rosenzweig 
and Singh (1991) argue that design and development of HRM policies and practices in 
subsidiaries of MNCs might face dual pressures from the local institutional environment 
and an imperative requirement for consistency of policies and practices within the 
organisation. HRM objectives and systems in the subsidiary and its parent company 
should arguably be consistent and integrated but several influences determine whether 
MNCs can achieve these HRM goals. According to Rosenzweig and Singh (1991), these 
influences include: legal and regulatory constraints of the local and host nation; the 
nature of the industry (i.e. multidomestic and global industries); shared technology; 
parent country culture; cultural distance; composition of the workforce; entry mode (i.e. 
acquired versus greenfield subsidiaries); and dependence of the host country on the 
MNC.  
Rosenzweig and Singh’s (1991) model is generic, only focuses on providing an improved 
understanding of MNCs’ organisational environments; which focus is especially 
important for the advancement of organisational theory in light of the increasing 
activities of MNCs around the world, and in particular their impact on local environment 




environment on HRM policies and practices of MNCs’ subsidiaries, which is relevant to 
the present study. However, the model would need to be flexible for the present study 
purpose to adapt to situations where the MNC parent and its home national environment 
may have also influenced the direction of HRM policies and practices of subsidiaries of 
the MNC.  
Overall, critical environmental variables such as legal and regulatory constraints, parent 
country culture, and cultural distance, as illustrated in the Rosenzweig and Singh (1991) 
model, are valuable to the present study. Also important is the idea that these variables 
can influence the consistency of international HRM systems between MNC’s parent and 
host country operations, which is useful for the present study to consider when 
developing an appropriate conceptual framework to examine COO (home country) 
effects on HRM practices in Chinese MNCs operating in Australia.  
Schuler, Dowling and De Cieri’s (1993) Model 
One of the most influential IHRM models was developed by Schuler, Dowling and De 
Cieri (1993). This model aims at addressing the tension between the need for inter-unit 
linkages (i.e. integration and standardisation of organisational HRM policies and 
practices of a MNC operating in different locations around the globe), and the challenge, 
facing each subsidiary of the MNC to operate effectively and efficiently, of adaption of 
HRM policies and practices in the subsidiary to be in line with the local business and 




The Schuler et al. model first introduced the concept of differentiation in HRM practices 
between the headquarters and subsidiary of an MNC. Schuler et al. (1993) postulate that 
there are various exogenous (external) and endogenous (internal) factors that have direct 
and indirect impacts on the choices of HRM policies and practices by the subsidiaries of 
MNCs. The endogenous factors exhibited in the model comprise: competitive strategy, 
structure of international operations, international experience of the MNC and its 
subsidiaries, and resource allocation and orientation of the MNC’s headquarters. The 
exogenous factors comprise: type of industry, nature of competitors, and the economic, 
socio-cultural and legal environments of home and host nations. These endogenous and 
exogenous factors significantly influence the design of SIHRM practices in MNCs, and 
determine the nature of HRM policies and practices in MNC subsidiaries.  
In contrast to the earlier model developed by Rosenzweig and Singh (1991), Schuler et 
al.’s (1993) model signifies that the essential goal of a MNC is to achieve global 
competitiveness, and then to enhance their overall global company performance. 
Furthermore, Schuler et al. (1993) argue that to achieve global success, MNCs need to 
identify appropriate degrees of subsidiary autonomy with reference to each subsidiary’s 
choice to standardise or differentiate HRM policies and practices; and to enhance global 
company performance by exercising suitable methods of controlling and coordinating 
various subsidiaries around the globe. 
Although existing research has not intended to measure the performance of Chinese 
MNCs, Schuler et al.’s (1993) endogenous and exogenous factors are useful for 




practices in Chinese MNCs operating in Australia. In addition, Schuler et al.’s (1993) 
model provides a foundational framework to explore possible standardisation and 
localisation of HRM policies and practices of MNCs (Kramar, 2014), which is relevant 
to the present study. The model also serves as a vintage point to direct further debate on 
convergence versus divergence of HRM practices between nations; especially in the 
contexts of MNCs operating in Asia (Chatterjee and Nankervis, 2007) and Europe (Wood, 
2008). 
Taylor, Beechler and Napier’s (1996) Model 
The third model considered here, developed by Taylor et al. (1996), draws insights from 
the resource-based view (see further discussion on this in Section 2.3) to explain the 
determinants of strategic IHRM systems used by MNCs. The resource-based view 
emphasizes that, in order to gain global competitive advantage, MNCs must be able to 
produce internal human resources that are valuable, unique and inimitable together with 
specific organisational characteristics (Barney 2001; Barney, Wright, Ketchen 2001).  
Taylor et al. model postulates that IHRM policies and practices of MNCs may and should 
differ across subsidiaries. The authors further argue that strategic IHRM policies and 
practices should apply to all types of employees, inclusive of transferred managers from 
corporate headquarters (expatriates per se) and local employees of host nations. With this 
in mind, Taylor et al. (1996) particularly focus on employee perceptions of the parent 
company and affiliate’s HRM systems and address the strategic IHRM orientation of 




values (Zheng, 2013). Thus, a COO effect on the development of HRM systems in MNCs 
is suggested, though not made explicit. 
Furthermore, Taylor et al. (1996) argue that the IHRM systems of MNCs might be 
subject to change according to the length of time of their operation in host countries. 
Both internal and external environmental determinants, similar to the endogenous and 
exogenous factors illustrated in the Schuler et al. (1993) model, are included in Taylor et 
al. (1996), which inclusion is intended to account for the achievement of MNCs’ goals 
of control and coordination.  
One of the key strengths of the Taylor et al. (1996) model is that it offers a pragmatic 
view of SIHRM, with an evaluation of the potential impacts of COO while examining 
the underlying managerial assumptions and cultural beliefs of corporate decision-makers 
regarding issues of SIHRM. In addition, Taylor et al. (1996) claim that firms from home 
countries with strong institutional pressures would be more likely to adopt the integration 
or standardisation of HRM policies and practices abroad. This view, of country of origin 
(COO) affecting subsidiaries’ SIHRM orientations to their MNCs, is applicable to the 
present study, which also seeks to explore the COO effects on HRM practices in Chinese 
MNCs operating in Australia.  
Shen’s (2005) Model 
Against the backdrop of the limited research exploring HRM practices of emerging 




practices in a dozen Chinese MNCs and their foreign subsidiaries operating in the United 
Kingdom (UK). The framework incorporates contextual factors such as political, 
economic, legal, and socio-cultural dimensions that may affect HRM practices of 
Chinese firms in the UK. Some firm-specific characteristics such as international 
strategy, organisational structure, culture, international experiences, firm size, and senior 
management perceptions of the home (Chinese) HRM systems were also included in the 
framework. Most of these factors are strikingly similar to those presented in Schuler et 
al. (1993) and Taylor et al. (1996). One would expect that the contextual factors for 
Chinese MNCs might be different from those of earlier models that were largely 
developed for the Western context (Zheng, 2013). 
Furthermore, Shen (2005) used this integrative IHRM framework to analyse the 
influences of firm-specific and contextual factors on the transfer of domestic Chinese 
HRM policies and practices to international subsidiaries in UK. Although the goals of 
such intended transfer of HRM practices were not explicitly explained in the framework, 
the authors attempt to discuss the outcomes of several convergent and divergent HRM 
policies and practices among the Chinese firms investigated.  
This analytical framework is closely related to the present research, which also examines 
the HRM practices of Chinese MNCs, although in a different context, Australia. It is 
possible that Chinese MNCs operating in Australia may also be under institutional 
pressures to pursue appropriate HRM strategies, in the attempt to balance the demands 




Direct application of Shen (2005) model is not plausible for the current study for two 
reasons. Firstly, Shen (2005) focus on examination of the intended transfer of domestic 
Chinese HRM policies and practices to international subsidiaries in UK, which is not the 
aim of the present study, which explore key factors influencing the choice of HRM 
practices in Chinese MNCs operating in Australia. Secondly, Shen (2005) also focus on 
evaluation of the differentiated impacts of intended transfer of Chinese HRM practices 
on the subsidiary performance in UK, which is also not the aim of the present study. 
However, because the unit of analysis is the same, that is, Chinese MNCs operating 
offshore in developed countries such as Australia and UK, most of the factors in Shen 
(2005) are borrowed and incorporated to assist in developing the conceptual framework 
for the present study.  
Thite, Wilkinson and Shah’s (2012) Model 
Using data from a pilot study of an Indian MNC, with its headquarters in India and one 
subsidiary office in Melbourne Australia (a developed market) and another in Shanghai 
China (a developing market), Thite et al. (2012) compared the HRM policies and 
practices of the two subsidiaries of the Indian MNC. Their framework helps to 
understand the choices of global HR strategies by MNCs from emerging economies, and 
how they are implemented across their subsidiaries in both developed and developing 
markets. Thite et al. (2012) summarise several internal and external factors that 
influenced the diffusion process in transferring the HQs’ HRM policies and practices to 
both developed and developing nations. Internal factors identified by Thite et al. (2012) 




acquisition), HQs’ diffusion capacity, and subsidiary absorptive capacity; as well as the 
importance of these internal factors to the MNC’s overall strategy implementation. 
Resource dependence of a subsidiary on its HQ, as well as availability, ability and choice 
of expatriate managers, were also seen as important internal factors that impact 
considerably on the diffusion of HRM practices.  
External influencing factors were explicitly categorised into three groups in Thite et al. 
(2012): 1) home country factors, which cover its economic strength, global image and 
national culture; 2) host country factors, referring to perceived relative strength of home 
and host country’s management practices, and host environmental factors including legal 
framework and openness of business systems and institutions; and 3) industry-specific 
factors that include variables such as degree of product integrations and the level of 
integration between HQs and subsidiaries of MNCs.  
Thite et al. (2012) also show that control and coordination as MNCs’ embedded goals, 
determine the resource allocation and direct the diffusion of HRM practices from 
headquarters to subsidiaries of an MNC. The model provides further insights into 
understanding motives and constraints in the cross-national transfer of HRM policies and 
practices in MNCs, especially those from emerging countries in the global setting; which 
is particularly relevant to the present study in its focus on emerging MNCs from China 





A summary of these five SIHRM models is presented in Table 1. These five models 
converge in terms of several features and factors. In the first instance, all models 
acknowledge the environment as an important influence on the choices of IHRM policies 
and practices in MNCs. In particular, legal and cultural factors as contextual or 
exogenous variables are common across all models. In addition, two models examine 
political and economic variables explicitly (e.g. Schuler et al. 1993; Shen, 2005). 
Another two models (e.g. Schuler et al., 1993; Thite et al. 2012) examine the impact of 
degrees of subsidiary autonomy and controlling methods and coordination mechanisms 
of MNCs on their HRM practices. Therefore, two distinctive influences can be identified: 
1) internal organisational specific characteristics; and 2) external home and host 
environmental factors, which cover COO effects and host country effects. These two 
distinctive influences can be applied to examine the choices of HRM practices in Chinese 
MNCs operating in Australia. Finally, the goals of SIHRM are primarily to achieve 
global competitiveness and company performance of MNCs (Schuler et al., 1993; Taylor 
et al., 1996), apart from attaining the balance of global integration (Rosenzweig and 
Singh, 1991) and local responsiveness (Taylor et al., 1996). The orientation of MNCs 
headquarters, to allow a degree of subsidiary autonomy or to exercise control and/or 





Table 1: A summary of five SIHRM models 
 
Authors  Internal (endogenous) factors External (exogenous) factors) IHRM policies and 
practices to be 
impacted 





 Organisational structure or process 
 Internal financial reporting system 
 Mode of entry - acquired v greenfield 
operation 
 Law and regulations 
 Parent country culture 
 Cultural distance between home 
and host 
 Composition of the workforce  







 Flow of 
communication 
This model conceptualised internal and 
external factors that influenced IHRM policies 
and practices. In particular external factors, 
e.g. law and regulations, parent country culture 
are relevant to the current study. 
Schuler, 
Dowling and 
De Cieri (1993) 
 Competitive strategy  
 Structure of international operations  
 International experience  
 Resource allocation  
 HQs’ orientation 
 Type of industry, 
 Nature of competitors,  
 Parent country’s economic, socio-
cultural and legal environments 
 Maintaining an 
appropriate mix and 
flow of PCNs, TCNs, 
HCNs 








 Balancing global 
integration and local 
responsiveness 
The model also conceptualised internal and 
external factors such as international 
experiences, and parent country’s economic, 
socio-cultural and legal environments that 
influence HRM policies and practices, which 





 Entry mode 
 International strategy 
 Top-management belief 
 International experience 
 Affiliate employee groups 
 Cultural distances between home 
and host nations 
 Parent country’s legal environment 
particularly with regard to 
labourlabour issues 
 Selection techniques, 
compensation 
schemes 
 Global integration 
and local 
responsiveness 
The model contains external factors (e.g. 
parent country’s legal environment), and 
internal factors (e.g. international experience) 
that support the aims of the current study to 
explore the COO, host country, and subsidiary 
effects on HRM practices of Chinese MNCs 
operating in Australia. 
Shen (2005)  International strategy, 
 Organisational structure and culture,  
 International experiences, 
 Firm size,  
 Political, economic, legal and 
socio-cultural dimensions of home 
and host countries 
 Strategic HRM 
integration, 
 Training and 
development 
 Recruitment and 
selection, 
 Reward and 
compensation, 
 Performance and 
appraisal 
 The goals of such 
intended transfer of 
HRM practices were 
not explicitly 
explained in the 
framework 
The subsidiary specific factors and contextual 
factors included in this model also help this 
study to build the conceptual framework that 
examines the influences of the similar factors 
on HRM policies and practices of Chinese 




 Organisational culture/leadership; 
 Mode of entry (greenfield, merger and 
acquisition) 
 HQs’ diffusion capacity; 
 Subsidiary’s absorptive capacity; 
 Resource dependency on the headquarters 
 Availability, ability and choice of 
expatriates’ managers 
 Home’s economic strength; global 
image; national culture 
 Perceived relative strength of host 
country management. practices; 
legal framework, institutions 
 Degree of product and level 
integrations between HQs and 
subsidiaries 
 Recruitment and 
selection process 





COO, host country effect and organisational 
specific factors were discussed in this model, 
which are closely in line with the current study 
that also aims to explore these factors and 
examine their influences on HRM practices of 




2.3 Home and host country effects on HRM practices  
Over time, a considerable number of research studies on MNCs have examined issues 
pertaining to the COO effect (e.g. Hayden and Edwards, 2001; Morgan and Kristensen, 
2006; Zhu and Jack, 2016). Many of these studies suggest that SIHRM choices and 
practices of MNCs exhibit obvious characteristics of their COO, as illustrated in Section 
2.2. However, the concept of ‘COO effect’ has not been unanimously defined (Almond, 
2011; Dickmann and Muller-Camen, 2006; Froese, Vo and Garrett, 2010). Therefore, this 
section will first define ‘country of origin’ (COO) effect and discuss two international 
business management models related to COO effects on emerging MNCs. The section 
also examines several mechanisms and channels through which COO effects on the 
IHRM of MNCs are demonstrated. 
2.3.1 Country of origin (COO) effect 
A number of researchers (e.g. Nooderhaven and Harzing, 2003; Morgan and Kristensen 
2006; Froese, Vo and Garrett 2010) have provided significant insights into what COO 
entails. According to Nooderhaven and Harzing (2003), the COO effect encompasses 
variations in internationalisation and HRM strategies of MNCs that can be attributed to 
the different national origins of MNCs. Thus, the COO effect can be defined as the extent 
to which the characteristics of an MNC’s home culture and institutions influence its 
choices of overall HRM policies and practices in different locations of the MNC’s 




Drawing on the above insights, it is evident that the COO effect is a concept that 
illustrates the influence that a home country has on the management practices of MNCs 
in a host country. Given that the key focus of the present study is to examine the COO 
effect on HRM practices among Chinese MNCs operating in Australia, a further 
elaboration of this concept is essential.  
To begin with, Trompenaars and Hampden-Turner (2000) explain the COO effect 
according to three elements: 1) cultural values and institutional norms; 2) economic and 
physical resources; and, 3) national government’s economic and industrial policies. 
However, this explanation appears counterproductive, as it combines three radically 
different factors into a single concept of ‘country of origin’. To elaborate the COO 
concept further, Morley and Collings (2004) relate COO to the effectiveness of HRM 
policies and practices of MNCs, derived from Trompenaars and Hampden-Turner’s 
(2000) two levels of analysis in understanding the COO effect. At the first level, there is 
a need to focus on the influence of MNCs on the establishment and development of the 
industrial relations (IR) framework, and to examine the extent to which IR systems 
impact on local labour and HRM practices of MNCs’ subsidiaries. At the second level, 
there is a need to examine existing differences of IR and HRM practices between 
different nations of origin (Trompenaars and Hampden-Turner, 2000). The two levels 
offer an understanding of differences between HRM and IR strategies, as they exist in 
diverse nations in which MNCs operate. 
It is argued by several scholars (e.g. Morley and Collings, 2004; Yu, Park and Cho, 2007) 




effects are essential in determining the choices of HRM policies and practices by MNCs’ 
subsidiaries, and could help MNCs yield global strategic business outcomes. Morley et 
al. (2004) argue that applications of different IR approaches are commonly identified for 
established MNCs from developed countries, as they have often had a strong impact on 
the multinational entities as well as their management practices in foreign subsidiaries. 
However, to what extent the COO effects from developing countries, with often limited 
IR systems, matter in MNCs’ HR policies and practices has been less examined. The 
present study thus further explores this issue.  
Understanding the COO effect means that the usage of expatriates by the parent entity 
must be in line with management preferences of MNCs’ home nations; subsequently, 
expatriates could assist in ensuring that the culture, structure, and procedures of the MNC 
commands substantial respect in its foreign subsidiaries, while exploiting global or 
international opportunities (Xing, Liu, Tarba, and Cooper, 2016). It is also noted that the 
existence of the COO effect entails the centralisation of management policies and 
practices, enabling MNCs to implement international control, coordination and global 
integration strategies (Ahlvik, Smale and Sumelius, 2016).  
In a comparative study by Collins (2001) on the COO effects of foreign companies 
investing in Africa and China, national differences were found to have different effects 
on MNCs and their ability to transfer their management practices from home to host 
countries. However, limited research focuses on examining the COO effects of emerging 
MNCs operating in advanced, Western economies. Thus, the purpose of the present study 




practices of Chinese MNCs in a developed country, Australia. To achieve this objective, 
relevant literature examining several COO-related theories, especially with reference to 
emerging Chinese MNCs are reviewed next.  
2.3.2 Effects of COO on HRM Practices 
The growing importance of emerging economies continues to facilitate the upsurge of 
research on the effects of COO on HRM practices and policies (Zhu et al., 2014). 
Identifying the existence of pressures from home entities on MNCs’ HRM practices in 
foreign subsidiaries is the first step in examining the COO effects (Ferner, 1997). This 
sub-section looks at these pressures and examines channels and mechanisms MNCs have 
in place to address COO pressures, in particular with reference to Chinese MNCs. 
An earlier study by Zhang and Edwards (2003) attempted to identify several COO factors 
that influence Chinese MNCs’ operations overseas. Firstly, a need for Chinese firms to 
gain competitive advantage in the international market was clearly evident. This was 
heavily induced by enterprise reform as a key part of the Chinese economic reform 
process commenced in 1978 (Zhang and Edwards, 2003). Secondly, the characteristics 
of Chinese national culture, as identified by Hofstede (2011), including high 
centralisation of power, is clearly reflected in top-down processes of decision making, 
which leaves little autonomy for Chinese subsidiaries operating in the UK (Zhang and 
Edwards, 2003). Thirdly, Zhang and Edwards (2003) found that the extent or scope of 
localisation of management practices was closely linked to the stage of economic 




and practices of Chinese MNCs in the UK was also impacted by some aspects of the 
Chinese national business system (Zhang and Edwards, 2003). Hence, pressures from 
the COO in the context of Chinese MNCs can be seen in the form of home country 
economic reforms, stage of economic development, national culture, and business 
systems. These pressures are believed to have impact on the choices of HRM policies 
and practices in subsidiaries of Chinese MNCs.  
One of the key challenges facing increasingly internationalised emerging MNCs, such as 
Chinese MNCs, is how to balance the needs for global integration and local adaptation. 
The national origin (COO) of MNCs is seen as a major influence in determining this 
balance (Ngo, Turban, Lau and Lui, 1998). Cultural and institutional determinants in the 
country in which MNCs are located have been seen to be salient determinants arising 
from a MNC's context (Chang and Taylor, 1999; Gooderham, Nordhaug and Ringdal, 
1999; Fan, Xia, Zhang, Zhu, and Li, 2016). Researchers such as Gamble (2003) and 
Harzing and Sorge (2003) have examined issues dealing with how MNCs manage their 
foreign subsidiaries, and conclude that control and coordination are two main 
channels/mechanisms MNCs often use to manage their subsidiaries as a result of COO 
effects. These two main mechanisms are discussed briefly next. 
Control and Coordination Mechanisms 
It was argued that the higher the degree of integration between the host nation and 
headquarters, the higher is the level of control and coordination of HQs over their 




adoption of control as well as coordination mechanisms (Farndale, Brewster and 
Poutsma, 2008; Ferner, Quintanilla and Varul, 2001).  
As argued by Thite et al. (2012), HRM practices from emerging MNCs have been facing 
a dual liability of host country and COO effects. In addition, HRM practices of these 
emerging MNCs focus on handling liability and competitive challenges resulting from a 
lack of internal and valuable resources and capabilities (Thite, Wilkinson and Shah, 
2012). Lacking resources and capabilities is the key reason why emerging MNCs need 
to adopt control and coordination mechanisms in order to ensure effectiveness and 
efficiency in resource allocation (Fenton-O’Creevy, Gooderham and Nordhaug, 2005; 
Farndale et al., 2008). Furthermore, the choice of HRM practices in host nations tends to 
also focus on integrating control and coordination through expatriate management, 
streamlined leadership and organisational culture building to address local influences 
(Schuler et al., 1993).  
In summary, as a result of globalisation and the internationalisation process, more and 
more emerging MNCs have entered into the field of international business. Previous 
research on the COO effects on HRM policies and practices in MNCs have tended to 
examine these COO effects in the advanced economies, with limited research on 
evaluating COO effects on MNCs in developing economies (Zhu et al., 2014). The 
international business literature points to the possible COO effects on HRM policies and 
practices of emerging MNCs, under the global integration and local responsiveness 
model, embedded in institutional theory (Gooderham et al., 2006). Several studies have 




influencing on the choice of HRM policies among both established and emerging MNCs, 
as discussed in the next section.  
2.3.3 Effects of host country on HRM practices  
HRM practices in MNCs are influenced by the local institutional environment, as 
discussed by several authors (e.g. North, 1990; Henisz, 2000; Brewster and Mayrhofer, 
2012). Issues related to the choice of localized versus standardised HRM strategies in 
MNCs have been the centre of discussion in international HRM literature (e.g. Brewster 
and Mayrhofer, 2012). The key argument is that the divergent host country environment 
limits the effective transfer of MNC’s HRM practices from home to host countries 
(Brewster and Mayrhofer, 2012), because the host nation institutional environment and 
political institutions, such as laws and regulations, economic systems and socio-cultural 
norms, customs and values create coercive and normative pressures on MNC’s 
subsidiaries to comply with local host country’s requirements. These pressures 
subsequently influence the degree to which MNC’s subsidiaries can adopt their 
headquarters’ HRM practices (Henisz, 2000; North, 1990; Brewster and Mayrhofer, 
2012).  
As a result, when considering appropriate HRM practices to adopt, MNC’s subsidiaries 
need to be sensitive in addressing the compatibility and compliance of practices with 
local regulations and the host country’s institutional environment (Myloni, Harzing and 
Mirza, 2004). For example, for Chinese firms operating in Australia, the Australian equal 




require Chinese firms to select employees indiscriminately, whilst conducting OHS 
training so as to comply with local employee relations regulations (Neuhaus, Healy, 
Fjeldsoe, Lawler, Owen, Dunstan and Eakin, 2014).  
Additionally, socio-cultural norms, customs and values constitute local culture that 
would influence the degree to which MNC’s subsidiaries can transfer their headquarters’ 
HRM practices to the host country. From Hofstede’s (2001) research, it can be seen that 
Australia is still commonly regarded as a strongly individualistic country while China is 
conventionally characterized as a collectivistic society. In terms of job design, employees 
with individualist orientations tend to prefer higher levels of job autonomy than those 
employees in collectivist societies. Within collectivist cultures, it is argued that HRM 
practices such as lower job autonomy and group-based rewards would be the preference 
for employees (Phua, 2012). Other scholars (e.g. Ramamoorthy and Carroll, 1998; 
Ramamoorthy, Gupta, Sardessai and Flood, 2005) also found empirical studies that 
employee preferences for HRM practices differ across Anglo-Saxon and non-Anglo-
Saxon countries. For example, Australia is a typical Anglo-Saxon country broadly 
similar to the US and UK linguistically and culturally, with strong individualism 
(Hofstede, 2001). Individualistic countries such as Australia tend to promote 
individualistic HRM practices that focus more on competitiveness, equity and individual 
achievements than collectivist societies such as India and China. In addition, cultural 
differences were found to significantly influence managers’ ethical attitudes (Jackson, 
2001) and their mindset and behaviour in day-to-day decision making (Zhu, Zhu and De 




HRM practices. Thus, apart from bearing the parent country’s cultural character, MNCs 
need to consider the host country’s culture when designing and developing HRM 
practices for their subsidiaries. 
In summary, host country effects include both institutional and cultural factors that 
influence HRM practices in MNCs. Generally speaking, it is easier for a parent company 
to open a subsidiary in a country with similar cultures, traditions and institutions than in 
a country with large institutional and cultural differences (Tihanyi, Griffith and Russell, 
2005). Similarities in culture and institutions between home and host countries facilitate 
easier transfer of management know-how and various organisational policies and 
practices (Pudelko and Harzing; 2007). Large cultural and institutional distances 
between Australia and China (Zhu et al., 2014) require Chinese MNCs to consider the 
effect of the host (Australia) country’s culture and institutions when selecting HRM 
policies and practices for Australian subsidiaries. 
2.3.4 Further theoretical explanation of home and host country effects 
In addition to institutional theory and RBV, which underpins the concept of COO effect 
on the choice of HRM practices of MNCs, explained in Section 2.2.1 and 2.2.2, several 
international business management theories also explain COO effects on MNCs. Among 
these, the Uppsala model (Johanson and Vahlne, 2009) and the Integration-Local 
Responsiveness model (I-R model) (Paik and Sohn, 2004) were predominantly used. As 
Chinese MNCs operate under constantly changing institutional environments within 




2012; Zheng, 2013; Chang, Wilkinson and Mellahi, 2007), they have to balance choices 
they make while developing and implementing their international business management 
strategies when operating in a relatively new or different institutionalised environment. 
Both the Uppsala and I-R models provide further understanding of COO and host country 
effects on the influences of Chinese international management practices, which include 
their HRM practices. 
Uppsala Model 
The Uppsala model proposed by Johanson and Vahlne (2009) depicts the 
internationalisation process of emerging MNCs as a step-wise experiential approach that 
progresses from learning by doing. The basic premise of this model is that emerging 
companies learn from their international experience, and with time gradually change 
their international management strategies once they become comfortable and competent 
in the interantional marketplace (Johanson and Vahlne 2009). For example, when 
emerging companies from developing nations initially enter into a new market, they often 
prefer to engage in low-capital investments, and allocate time to learn local management 
practices, especially if emerging MNCs are operating in more advanced and developed 
countries. However, as they grow and become familiar with the market, emerging MNCs 
expand their stake by engaging in projects that demand high-capital investments and 
more commitment (Johanson and Vahlne 2009). This learning and commitment 





Nevertheless, Lyles, Li and Yan (2014) argue that these assumptions do not apply to 
Chinese MNCs in their international expansion, as many private Chinese companies did 
not engage in gradual accumulation of business experience in the international market 
until 2002 due to the Chinese government’s loosening in that year of regulations and new 
support for private Chinese companies’ Outward Foreign Direct Investment (OFDI). 
Moreover, such gradual accumulation of international business experience is often 
considered by Chinese firms to be costly, and means that it takes time for them to catch 
up with more developed MNCs in order for Chinese firms to be internationally 
competitive (Lyles, Li and Yan, 2014).  
Lyles et al. (2014) further note that the Uppsala model’s step-by-step internationalisation 
is irrelevant to many Chinese MNCs, as they do not take the gradual route. Essentially, 
the Chinese way of internationalisation involves companies jumping into foreign direct 
investment (FDI) through high-commitment modes of entry linking either to joint 
ventures or mergers and acquisition (Lyles et al., 2014). Thus, this model is considered 
not applicable to the present study as Chinese MNCs do not typically go through such 
step-by-step internationalisation process.  
Integration-Local Responsiveness model (I-R model) 
The I-R model is commonly used for differentiating and mapping international business 
management strategies of MNCs in international markets. This model can be traced back 
to studies carried out by Prahalad (1975), and Prahalad and Doz (1987, 1991), who found 




often determined by balancing, on the one hand, the pressures for global integration and 
coordination of the MNC’s corporate activities and strategy, and on the other hand the 
need for the MNC’s subsidiaries to adapt to local host nation’s business environment and 
practices. According to Fan, Nyland and Zhu (2009), global integration plays a critical 
role in enabling companies to gain competitive advantage by facilitating optimal 
economic scale, reducing operational costs, and developing networks. Fan et al. (2009) 
further argue that pressures for global integration partially emanate from industry forces 
that necessitate deployment of business resources for strategic pursuits. 
On the other hand, local responsiveness centres on addressing the differences of local 
customer needs, distribution channels, and demands of the host government and the 
availability of substitutes (Prahalad and Doz, 1987). In this regard, Paik and Sohn (2004) 
observe that local responsiveness necessitates internal management practices being 
adopted in order to fit into local culture and legally mandated expectations. In many 
industries, consumers demand locally differentiated products that reflect their tastes, 
standards, perceived needs and brand recognition. It is crucial for companies to be 
sensitive to the needs of the local market in which they operate. Fan et al. (2009) note 
that local responsiveness is influenced by situational contingencies at the organisational 
level, whereas global integration is influenced by the need for internationalisation. 
Essentially, both pressures for global integration and local responsiveness impact the 
ways in which MNCs function and organise themselves (Fan et al., 2009).  
In the case of Chinese MNCs, the influence of home and host country policies and 




management practices. However, for Chinese MNCs, they also need to consider local 
host business environments whatever host nations they are operating within. Thus, on 
one hand, Chinese MNCs need to consider the global integration and/or standardisation 
of their management practices in order to help achieve their corporate headquarters’ 
objectives (in the case of Chinese firms, Chinese national ‘Going global’ policy). On the 
other hand, Chinese MNCs need to consider compliance to the host nations’ laws and 
regulations in order to successfully operating their international businesses offshore. 
Therefore, it is argued that the global integration and local responsiveness model is 
particularly relevant to the present study. 
Increased internationalisation of businesses, growth of new markets, and heightened 
competition among organisations at national and international levels require MNCs to 
rethink the design and development of their strategic international HRM policies and 
practices. International HRM focuses on effective and efficient exploitation of resources 
by MNCs in accordance with the demands and perceptions of local consumers and 
employees in diverse markets. Therefore, integration of HRM strategies in response to 
internal organisational and external environmental changes is important for MNCs. The 
main issue for Chinese MNCs operating in Australia is also to address pressures from 
the dynamics of internal and external environments in developing their SIHRM policies 
and practices (Liu, 2004; Chang et al, 2007).  
According to Adeleye (2011), strategic HRM is more complex in international 
businesses, whereby management development, staffing, compensation activities and 




systems, cultures and economic systems within the various labour markets of home and 
host countries. Similarly, some scholars (Bjorkman et al., 2007; Fan et al., 2013) have 
been at forefront in applying the global integration versus local responsiveness model to 
examine the broader contexts of political systems, social networks; and economic facets, 
to understand the impact of COO and host country effects on international HRM. The 
aspect of COO and host country effects on international HRM of MNCs will be further 
discussed next. 
2.4 Comparing factors influencing HRM practices of established 
MNCs and emerging Chinese MNCs 
In this section, the focus is on reviewing the extant literature related to the COO effects 
on HRM practices of both Chinese and non-Chinese MNCs operating around the globe, 
with a particular focus on MNCs operating in Australia. Almond (2011) argues that 
differences exist between COO effects on MNCs from different nations with different 
economic development stages and institutional settings. Therefore, this section starts by 
reviewing the relevant studies and examining key factors that have influenced the choices 
of HRM practices of MNCs from advanced economies, followed by a review of several 
studies of the COO and host country effects on HRM practices in Chinese MNCs.  
2.4.1 Factors influencing HRM practices of non-Chinese MNCs 
Several relevant studies (i.e. McGraw, 2004; Gooderham, Nordhaug and Ringdal, 2006; 




examining key factors, including COO effects, host country effects as well as 
organisational specific factors on subsidiary’s HRM policies and practices from MNCs 
in advanced economies, were selected for review. The review is intended to discuss the 
selection of research methods, data and sample sizes, key findings, and their implications 
for the present study. In particular, the literature review of prior studies in Section 2.5 is 
aimed at exploring commonly known influencing factors, in order to justify the variables 
used in the development of the conceptual framework for the present study. 
McGraw (2004) 
The study by McGraw (2004) used data collected from 15 semi-structured interviews of 
senior HR managers from established MNCs operating in the investment, banking, 
manufacturing, pharmaceuticals, defence, and healthcare industries in Australia. These 
MNCs were headquartered in a number of developed nations such as United States, 
United Kingdom, France, Netherlands, Germany, and Switzerland. Diverse variables 
such as industry sector, strategic role of the subsidiary, administrative heritage, formal 
organisational structure, corporate culture, and management style were included in the 
analysis. The findings of the research indicate that these variables had effects on several 
HRM practices, such as recruitment, training and compensation and performance 
systems, which the subsidiaries in Australia must consider.  
McGraw (2004) concentrates on addressing the issues faced by MNCs in striking an 
appropriate balance between centralisation and localisation of decision-making, and on 




The drawback of this study was that no external factors were included in the analysis. 
However, organisational factors such strategy, structure, corporate culture, management 
style and administrative heritage are arguably shaped by external factors and are useful 
to consider for the present study. 
Gooderham, Nordhaug and Ringdal (2006) 
Gooderham et al. (2006) focused on examining the extent to which national institutional 
settings impact on the HRM practices of American MNCs’ subsidiaries. Survey data 
generated from 2769 personnel managers of American subsidiaries located in the UK, 
Ireland, Germany, Denmark, Norway as well as in Australia were used for this 
comparative study. The findings from Gooderham et al.’s (2006) quantitative study show 
that considerable institutional differences exist between the operating host and home 
nations, differentiating the degree of support extended to the subsidiaries of MNCs.  
Based on institutional theory, Gooderham et al. (2006) conclude that, regardless of 
differences, US subsidiaries were found to have a high level of probability of transferring 
their home country HRM practices to Australia and other nations of operation. This 
finding suggests that COO effects have impacted US subsidiaries’ HRM practices.  
In comparing the HRM practices of indigenous Australian firms with those of American 
subsidiaries, Gooderham et al. (2006) found that examples of American-style HRM 
practices transferred overseas were the systematic use of individual performance 




training which are considered to be calculative HRM practices. However, Australian 
legal frameworks and systems of industrial relations constrained US MNCs from 
applying market driven or technologically contingent management practices, particularly 
with respect to pay policy (wages and working conditions) and even non-union 
individual agreements.  
Therefore, despite HRM practices of American MNCs’ subsidiaries being influenced by 
COO effects from the home (US) nation, some adaptation of localised HRM practices, 
in line with the host (Australia) nation’s labour regulations and industrial relations laws, 
was demonstrated. It is possible that HRM practices of Chinese MNCs operating in 
Australia examined in the present study may experience similar COO and host country 
effects. In addition, several organisational-related variables such as nature of industry, 
size, strategy and market orientation of the firm were considered by Gooderham et al. 
(2006), and are therefore applicable to development of the conceptual framework for the 
present study (see Section 2.5). 
Pudeko and Harzing (2007) 
Analysing survey data from 849 HR managers in 9 MNCs headquartered in the United 
States, Japan, and Germany, from three-time series (i.e. US and Japanese subsidiaries in 
Germany in 2001; US and German subsidiaries in Japan in 2002; and Japanese and 
German subsidiaries in U.S. in 2003), Pudelko and Harzing (2007) tested the extent to 
which HRM practices in subsidiaries were characterised by country-of-origin, 




dominance effect occurred more frequently than other effects and that the dominance 
effect increased in importance over time (Pudelko and Harzing, 2007). The findings 
show that subsidiaries of Japanese MNCs had a very strong tendency to abandon their 
home-country practices and move toward adopting U.S. HRM practices. However, given 
the strong cultural distance between Japan and U.S., the desire of Japanese MNCs to 
orient themselves to implementing American HRM policies and practices might be due 
to the motivation of the dominance effect: that is, simply from following the best global 
HRM practices.  
A dominance effect is also clearly present for German subsidiaries in Japan and Japanese 
subsidiaries in Germany, while both German and Japanese subsidiaries in the US showed 
a move toward US practices. However, it was found that US MNCs showed a 
combination of localisation and country-of-origin/dominance effects. Comparing the 
American subsidiaries in Japan and Germany, their HRM practices were more closely 
aligned with the home (USA) country practices in Japan than in Germany. This result 
suggests that host country effects on American subsidiaries’ HRM practices were 
stronger in Germany than in Japan. The underlying reasons could be that Germany has 
more stringent labour laws and a stronger role for labour unions and work councils than 
has Japan, subsequently influencing and/or changing American ways of HRM practices 
in adaptation to local German requirements (Pudelko and Harzing, 2007). 
Pudelko and Harzing (2007) argue that MNCs might limit export of their country-of-
origin practices, unless they possess core competencies and best global HRM practices. 




the key challenge of finding a balance between localising and standardising management 
practices. In this case, Pudelko and Harzing’s (2007) conclude that national institutional 
and cultural differences were found to determine the adoption of the geocentric approach 
to managing international HRM practices of MNCs. The differences between national 
institutions and cultures in Australia and China will also be considered in the present 
study to examine whether COO also affected the choices of HRM practices in Chinese 
MNCs operating in Australia.  
Kumarasinghe and Hosino (2009) 
Another empirical study by Kumarasinghe and Hosino (2009) used secondary data 
sourced from the Tokyo Keizai databank of 275 Japanese MNC overseas investments, 
during the period of 2003-2008. The authors evaluated diverse staffing practices as well 
as entry modes, and examined their influences on Japanese MNCs’ performance in their 
subsidiaries located in Australia and New Zealand. Kumarasinghe and Hosino (2009) 
discussed internal and international contexts of MNCs, with particular emphasis on 
assessing MNC performance in accordance with meeting the demands and expectations 
of consumers in the local market. Factors such as industry, ownership, number of 
Japanese expatriates sent, and length of subsidiary operation were included to explore 
whether these factors moderated the performance outcomes of Japanese entities in New 
Zealand and Australia.  
Kumarasinghe and Hosino (2009) found that Japanese subsidiaries in Australia and New 




of their HRM practices. Keeping the Japanese identity refers to the usage of a significant 
number of expatriates to ensure effective corporate control, towards the achievement of 
corporate goals and targets as well as building/maintaining competitive advantage. The 
findings from Kumarasinghe and Hosino (2009) are quite different to those of Pudelko 
and Harzing’s (2007) investigation of Japanese firms in the USA, the latter finding that 
the HRM practices of Japanese subsidiaries were more or less influenced by the 
American style of HRM and dominant effects. In contrast, Kumarasinghe and Hosino 
(2009) found that Japanese subsidiaries both in Australia and NZ were staffed with a 
substantial amount of expatriates sent from Japan’s HQs and their staffing approach was 
similar to those practised in Japan, whereby the centralised control of staffing policies 
and practices is prevalent among Japanese domestic firms.  
Interestingly, in their concluding remarks, Kumarasinghe and Hosino (2009) anticipate 
that Chinese MNCs might be the same, in implementing the Chinese management style 
in developing their subsidiaries’ HRM policies and practices, as Japanese and Chinese 
tend to share a similar cultural root with reference to Confucianism. The present research 
was, to some extent, designed as a way to respond to this speculation, and examines 
whether the HRM practices of subsidiaries of Chinese MNCs operating in Australia are 
affected by COO, and whether Chinese MNCs act similarly to those Japanese firms 
studied by Kumarasinghe and Hosino (2009), to keep their national identity when 






Okamoto and Teo (2009) 
Contrary to the quantitative analysis by Kumarasinghe and Hosino (2009), Okamoto and 
Teo (2009) used qualitative research, interviewing 23 non-Japanese local staff, 14 local 
Japanese employees, and 31 Japanese expatriates MNCs, operating in Australia. It was 
found that Japanese firms tended to adopt and incorporate informal management controls 
such as informal decision-making processes, fluid and vague job descriptions, and other 
unspecified tasks outside job descriptions. Such informal management control appeared 
to affect the subsidiaries’ employees and expatriates’ psychological contract, flexible 
working hours, and work attitudes. Informal management control was found to produce 
desired outcomes similar to those commonly observed in Japanese domestic companies. 
This study, therefore, reveals that Japanese companies in Australia have an intention of 
introducing Japanese styles of informal management control from the home country 
(Okamoto and Teo, 2009). 
Typical examples of informal control exhibited among Japanese companies examined in 
Okamoto and Teo’s (2009) study were unclear job descriptions and informal decision-
making processes. Unclear job descriptions induce work attitude and informal decision-
making processes provide non-Japanese local managers with greater opportunities to 
develop personal relations with Japanese expatriate managerial staff, and to gain a better 
understanding of the company's business activities. It is noted that the informal 
management control by Japanese subsidiaries is similar to those management practices 
exhibited among Japanese home companies. Informal management control by the home 




subsidiaries. Whether or not similar informal management control would be exhibited 
among Chinese MNCs operating in Australia is investigated in the present study. 
The results of the above review of relevant prior studies are summarised in Table 2. It 
can be seen that both American and Japanese MNCs tend to take their home management 
practices in their global operations abroad, exhibiting COO effects on HRM practices in 
their subsidiaries, including those operating in Australia. Although Japan and China 
share common cultural roots, including Confucian values, their political and economic 
systems are quite different. This may result in different COO and host country effects on 
HRM practices in Japanese and Chinese MNCs. Hence, prior studies of the influence of 
the COO effect on HRM practices in Chinese MNCs in the global context, - including 














Data and sample 
 
 Key findings Relevance of this study to the 













 Performance systems  
Qualitative Semi-structured 
interviews of 15 HR 
managers from the 
Australian subsidiaries 
of overseas MNCs 
Companies tend to modify 
their formal structures 
frequently in response to 
local Australian 
environmental changes 
This study findings on local 
responsiveness are related to 
host country factors influencing 
HRM practices, which are 
related to RQ2 in the current 
study.  
Gooderham 
et al. (2006) 
 Industry 
 Size  
 Firm strategy 




 Reward system, 
 Training 
Quantitative Survey of 2769 
personnel managers 
from US subsidiaries in 
the UK, Ireland, 
Germany, Denmark, 
Norway and Australia 
The dominant effects 
prevailed among US 
subsidiaries, however, 
MNCs from USA still 
needed to adapt and adjust 
their HRM practices to suit 
the specific host nations’ 
institutional conditions 
within which they operate, 
suggesting that contexts 
matter. 
 
Institutional theory applied in 
this study was also used by the 
current research with an aim to 
explore the institutional 
differences between Australia 
and China and how the 
differences impact on the choice 
of HRM practices of Chinese 






 Dominance effect 
 Recruitment  
 Training and 
development  
 Employee assessment 
and promotion criteria 
 Employee incentives 
Quantitative Survey of 849 HR 
managers of MNCs in 
U.S. and Japanese 
subsidiaries in Germany 
in 2001; U.S. and 
German subsidiaries in 
Japan in 2002, and 
Japanese and German 
subsidiaries in the 
United States in 2003 
National institutional and 
cultural differences were 
found to determine the 
degree to which the 
geocentric approach to 
managing international 
HRM practices was applied 
in MNCs with different 
country of origin (COO).  
 
COO and host country effects 
were examined in this study, 
which are highly relevant to RQ 







 Entry mode 
 Ownership 
 Industry 
 Length of 
subsidiary 
operation 
 Staffing practices 




Quantitative 275 subsidiaries from 
Tokyo Keizai databank 
of Japanese overseas 
investments from 2003-
2008 
Country of origin effects 
were clearly reflected in 
that Japanese subsidiaries 
demonstrated a strong 
tendency to adopt the 
home-country management 
practices, especially with 
reference to centralised 
control in implementing 
their staffing polices. 
 
Ownership, and length of 
subsidiary’s international 
operation were used in analysis 
which are related to RQ3 of this 
thesis, in addition to the 
examination of home country 
staffing practices, which is 
related to RQ1 of this thesis.  
Okamoto and 
Teo (2009) 
 Informal decision –
making process; 
 Informal influence 
by Japanese 
expatriate staff 
 Unclear job 
description 
 Tasks outside job 
description 






 Better access to 
information; 
 Better understanding 
of business activity 
 More flexible work 
attitudes 
 Employees’ 
acceptance of flexible 
working hours 
Qualitative 68 semi-structured 
interviews with 23 local 
staff, 14 Japanese 
employees, and 31 
Japanese expatriates  
In contrast to 
Kumarasinghe and Hosino 
(2009), this study found 
that informal management 
controls were largely used 
by Japanese subsidiaries in 
Australia and NZ, in order 
to achieve desirable HRM 
outcomes often pursued by 
those Japanese companies 
inside Japan. 
COO effects were evidenced in 
the pursuit of HRM outcomes by 
Japanese MNCs, which have 
implications for Chinese MNCs 
with similar culture background 




2.4.2 Factors influencing HRM practices of Chinese MNCs 
Although there have been limited studies of Chinese MNCs in the global context as well 
as in the Australian context (Cooke, 2009), six studies (i.e. Zhang and Edwards, 2003; 
Zhang and Edwards, 2007; Fan, Zhu and Nyland, 2012; Zhu, et al., 2014; Wang et al., 
2014; Zhang and Fan, 2014) addressing COO and host country effects on HRM practices 
in Chinese MNCs were identified, and hence reviewed as they are directly relevant to 
the present study. 
Zhang and Edwards (2003) 
Undertaking an in-depth analysis of case studies in relation to HRM strategies adopted 
by six Chinese state-owned MNCs operating in the financial and trade sectors in the UK, 
within the period of 1997 to 1999, Zhang and Edwards (2003) found that some Chinese 
management styles were applied, affecting HRM policies and practices, such as senior 
management decision-making systems, expatriates’ remuneration, and assessment and 
industrial relations. The presence of ‘absorption localisation’ in these Chinese MNCs 
supports the notion that Chinese companies operating in the UK may have also adopted 
local UK practices in order to achieve their corporate goals of effective and efficient 
management of local employees, and to build competitive advantage in the local 
marketplace Zhang and Edwards (2003). The localisation HRM strategy is not only a 
pragmatic response of Chinese firms to meet local regulatory constraints, but also a 




techniques as part of a catching-up process in the internationalisation of Chinese 
companies (Zhang and Edwards, 2003).  
Zhang and Edwards (2003) focused on assessing the extent to which local host 
institutions and culture affected the choice of HRM practices by Chinese firms operating 
in the UK. The presence of ‘absorption localisation’ in these Chinese MNCs supports 
Pudelko and Harzing’s (2007) view that HRM in MNCs is beginning to be more or less 
influenced by dominant effects, and represents a move toward globalisation or 
convergence of best practices. Zhang and Edwards (2003) also examined the COO effect, 
especially in the ‘soft’ area of management control and decision-making. Although such 
COO effects were not strongly evident among Chinese MNCs in the UK, as they were 
keen on adopting acceptable local HRM practices, the presence of the COO effects could 
be further investigated in other contexts. The present study aims to do this. 
Zhang and Edwards (2007) 
Following Zhang and Edwards’s (2003) work, Zhang and Edwards (2007) conducted 
another in-depth analysis of 200 interviews in six subsidiaries of Chinese MNCs in the 
UK, with the intention of examining the nature as well as characteristics of management 
diffusion activities. Two data collection rounds occurred in this empirical study. The first 
period of data collection (1998 to 2000) focused on learning and diffusion activities in 
the UK subsidiaries of Chinese MNCs. The second stage (2002 to 2004) examined the 
parent companies or HQs in China in order to evaluate the reverse impact of the UK 




The main findings of this study were that national cultures and institutions, organisational 
structures, and political processes both promote and limit the processes of localising and 
transferring HRM practices. Zhang and Edwards (2007) also found that the degree of 
maturity (the age of subsidiary operating in the host country) was a strong factor 
determining the localisation or diffusion of HRM practices. In addition, the national 
business system was found to also influence HRM strategic choices and practices of 
Chinese firms operating in the home (China) and host (UK) countries (Zhang and 
Edwards, 2007). Age and national business system variables, in addition to culture, 
institutions, organisational structures and political processes, are thus all considered in 
the present study. 
Fan, Zhu and Nyland (2012) 
Fan et al. (2012) conducted 23 semi-structured interviews in 9 Chinese MNCS, at their 
headquarters in China and subsidiaries in Australia. The authors identified a total of 26 
factors that affected global integration of management practices in the context of MNCs. 
Among these 26 factors, only 22 factors were relevant to Chinese MNCs operating in 
Australia. Four factors, advertising intensity, premium positioning, country specific 
advantages, and formalisation, were found by managers at either the headquarters or 
subsidiary levels to be irrelevant to the context of Chinese MNCs.  
The authors further categorised 22 factors into three groups of factors (organisational, 
industrial, and environmental factors) that influence global integration of international 




aspects such as centralisation of decision making, control flexibility, HR and 
employment, heterogeneity of executive group, manufacturing scale, information flow, 
investment required, distribution, resource flow, previous international experience, 
regional headquarters’ role and risk diversification. Industrial factors included 
standardisation, resource dependence, cost pressure, technology intensity, and resource 
distinctiveness. Environmental factors ranged from competitors’ actions, extent of global 
competition, transnationality, and quality reputation, to factor exploitation (Fan et al., 
2012:21). 
Fan et al.’s (2012) study did not specifically examine factors influencing the choice of 
HRM policies and practices of Chinese firms operating in Australia. However, several 
factors related to HRM were identified at the organisational level as influencing global 
integration of management practices, which are most relevant to the present study. These 
variables are centralisation of decision-making, control flexibility, HR and employment, 
information flow, investment required, resource flow, and previous international 
experience. Both industrial and environmental factors were important to note; but their 
relationships to COO and host country effects were less clearly defined in Fan et al. 
(2012), as their focus was on examining overall factors influencing global integration of 
international business management practices. 
Zhu, Zhu, and De Cieri (2014) 
To supplement Fan et al.’s (2012) study, Zhu et al. (2014) explored how the COO effect 




relations. Zhu et al. (2014) recruited 54 interviewees from 21 firms headquartered in 
China but operating in Australia, Peru, US, South Africa, Zambia, South Korea, and 
Malaysia. The interviewees included former and current expatriates and headquarters’ 
managers with diverse demographic backgrounds. The results show that COO effects 
were demonstrated mainly in implicit forms of transferring Chinese management ethos 
and competitive disadvantage (Zhu et al., 2014).  
In particular, one of the major ways in which the COO effect played out among the 21 
firms examined in Zhu et al. (2014) was in the mind-sets of top management as opposed 
to formally established instruments of corporate control in the form of HRM policies and 
practices. Zhu et al. (2014) examined the COO effects on the mindsets of top 
management teams in Chinese MNCs, which in turn shaped Chinese managers’ attitudes 
and behaviours to labour/employee relations issues; these being an important part of 
HRM. Furthermore, Zhu et al. (2014) also explored a wide range of factors such as home 
country policy and cultural environment, host-country institutional and cultural 
environments, labour market differences between home and host countries in developed 
and developing economies, company ownership, and subsidiaries’ international 
experience. All these factors are useful to consider in the development of a conceptual 
framework for the present study, in order to evaluate how these factors may have affected 
choices of HRM policies and practices in Chinese MNCs operating in Australia. 
Wang, Feng, Freeman, Fan and Zhu (2014) 




management streams, Wang et al. (2014) developed an integrative model to examine the 
effects of various skills on developing cross-cultural competence for Chinese expatriates. 
Using a web-based e-survey of 127 Chinese companies in 36 locations across Europe, 
Africa, the Middle East, Asia, Oceania and America, and additional face-to-face 
interviews of 20 Chinese expatriate managers, Wang et al. (2014) establish that 
interpersonal, language and self-maintenance skills were not directly related to 
expatriates’ cross-cultural competence. In contrast, perceptual skills complemented by 
communication skills were found to contribute to enhancing the cross-cultural 
competence of Chinese expatriates.  
Wang et al. (2014) examined expatriate cross-cultural competence at the individual level, 
without referring to HRM practices of Chinese companies. However, the authors found 
that expatriates’ cross-cultural competence was largely determined by their high level of 
competencies in understanding the differences between home and host countries’ 
cultures and business systems, and their ability to communicate these differences to their 
local employees; which in turn helped enhance the competencies of Chinese expatriates 
managers in effectively managing their subsidiary’s local employees (Wang et al., 2014). 
The relevance of Wang et al.’s (2014) findings to the current study is that, an 
understanding of both home and host nations’ cultures and institutions is important for 
the success of expatriate managers working in Chinese MNCs’ subsidiaries. Therefore, 
expatriate training and development of cross-cultural competencies is essential, if 
Chinese MNCs want to be successful in their overseas operations.  




contextual differences to improve Chinese expatriates’ cross-cultural competencies, 
which has indirect implications for the current study in exploring the home, host and 
subsidiary factors influencing HRM practices of Chinese MNCs operating in Australia.  
Zhang and Fan (2014) 
Using cross-level in-depth interviews of 28 executives and managers in 7 Chinese MNCs 
operating in Australia, Zhang and Fan (2014) examined specific types and methods of 
expatriate training strategies used by Chinese MNCs, as a result of responding to internal 
and external pressures.  
At the subsidiary level, Zhang and Fan (2014) found that Chinese executives and 
expatriates had received some pre-departure training, such as language training and an 
information briefing in order for them to understand the Australian business and cultural 
environment. Zhang and Fan (2014) also demonstrate the extent to which and the way in 
which Chinese MNCs managed their cross-country learning and exploited local 
knowledge to gain competitive advantage at organisational level. Industry nature, 
ownership and length of internationalisation of seven Chinese MNCs were also included 
in the analysis. 
Although other aspects of HRM policies and practices of the subsidiaries of Chinese 
MNCs operating in Australia were not examined by Zhang and Fan (2014), their use of 
research methods, such as cross-level in-depth interviews, and exploration of firm 




HR practices such as training types and methods are useful for the current research. 
Table 3 summarises the COO and several other factors and their effects on HRM 
practices of Chinese MNCs. It is found that the majority of studies related to COO effects 
on HRM practices of Chinese MNCs are based on qualitative analysis, with the exception 
of Wang et al. (2014), who used a mixed-methods approach. In-depth qualitative case 
study and interview data are useful tools to enable researchers to identify key factors, 
especially COO effects on HRM practices of Chinese firms operating overseas (Zhu et 
al., 2014), given that the study of international HRM issues for emerging Chinese MNCs 
is still at the infant stage.  
It is also found that various factors at the individual level (i.e. interpersonal, language, 
perceptual and communication skills, self-maintenance.), organisational level (i.e. 
industry nature, corporate management system, size and ownership) and national level 
(i.e. cultural and institutional differences between host/local and home/COO, labour 
relations framework and environmental factors) also matter and were covered by some 
empirical studies. The impact of these individual, organisational and national factors on 
the choice of Chinese MNC subsidiaries’ HRM practices were, to some extent evaluated; 
although in an inconsistent manner. Only Zhang and Edwards (2003) and Zhang and 
Edwards (2007) evaluated the home and host country effects on multiple HRM practices. 
Others evaluated the COO effects on only one aspect of HRM practice, such as training 
(Zhang and Fan, 2014) or cross-cultural competency (e.g. Wang et al., 2014). These 
findings warrant further investigation of the influences of COO effects on HRM practices 
of Chinese firms operating in Australia as the present study undertakes.
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Data and sample Key findings Relevance of this study to 





 Cultural difference 
 Institutional difference 
 Corporate management 
system 
 Selection,  
 Reward 
 Assessment,  
 Training 
 Promotion 
 Labour contracts 
  
Qualitative  Interviews with the 
senior and middle 
managers, as well as 
key employees from 6 
Chinese companies in 
the UK 
The impact of corporate 
HRM at the subsidiary 
level was shown to be less, 
but a clear motivation of 
Chinese MNCs to learn 
management practices of 
UK was exhibited 
Chinese companies 
appeared to adopt local 
management practices 
which are related to RQ2 
(host country effect) of this 
current study.  
Fan, Zhu and 
Nyland (2012) 
 
 Organisational factors 
 Industrial factors, 
 Environmental factors 






Qualitative 23 cross-level and in-
depth interviews in 9 
Chinese MNCs 
operating in Australia 
 
Chinese MNCs’ global 
integration was influenced 
by multi-level factors such 
as organisational, industrial 
and environmental factors. 
Clear categories of each 
group of factors were 
identified. 
Although this study did not 
examine MNCs’ HRM 
practices, several 
organisational factors such 
as centralised control, 
employment systems, 
resource flow and previous 
experiences identified are 
related to the current study 
which also aims to explore 
subsidiary factors (RQ3). 
  
Zhu, Zhu, and 
De Cieri 
(2014) 
 Home country context  
 Host country context 
 Firm Size 
 Industry 








 Top managers’ 
mindsets 
 Management 
team’s response to 
labour relations 
(LR) issues in host 
country 
 Outcome of LR 
management  
Qualitative 54 interviewees from 
21 Chinese MNCs in 
Peru, US, Australia, 
South Africa, 
Zambia, South Korea, 
and Malaysia 
COO effects were mainly 
manifested in shaping the 
mind-sets of Chinese top 
management team, and 
these shaped mind-sets had 
led to an implicit neglect of 
paying attention on 
managing local labour 
relations in the host 
countries  
The study explored home, 
host and subsidiary specific 
factors, which are all highly 
relevant to the three 









 Self-maintenance skills 
 Perceptual skills 
 Interpersonal skills 
 Communication skills 






A survey of 127 
Chinese companies 
across Europe, Africa, 
Middle East, Asia, 
Oceania and America; 





were directly related to 
cross-cultural competence; 
perceptual skills, 
interpersonal skills and 
local language skills were 




This study highlights the 
importance of 
understanding home and 
host country contextual 
differences in affecting 
expatriates’ cross-cultural 
competence, which has 
indirect implications for the 
current study in discussing 
the effects of the home and 
host country factors on 
developing HRM policies 
and practices in order to 





 Responding to internal 
and external pressure 
 Industry 
 Ownership 
 Length of 
internationalisation 
 Expatriate training 







Qualitative Interviews of 28 
executives and 
managers in 7 
Chinese MNCs 
operating in Australia 
 
Active response to address 
internal and external 
pressures led to the focus of 
Chinese MNCs on 
expatriate’s language, 
cross-cultural training and 
skill development and 
enhancement.  
Both internal and external 
factors addressed in this 
study are highly relevant to 
three research questions 





2.5 Developing a conceptual framework 
A review of theoretical discussions on strategic international HRM (Sections 2.1-2.2) 
and country of origin (COO) effects (Section 2.3) provides a justification for 
choosing institutional theory as the guiding theory for developing a conceptual 
framework for the present study. A selective review of relevant studies on the effect 
of COO on the choices of international HRM policies and practices of Chinese and 
non-Chinese MNCs (Section 2.4) helps justify the inclusion of the relevant factors in 
the conceptual framework. This section aims to justify in more detail the choice of 
factors for inclusion in the present study’s conceptual framework. 
Institutional theory is selected as the theoretical foundation for the proposed 
framework of this study, as national institutional and cultural factors and 
organisational characteristics were found to influence the HRM practices of firms 
(Zucker, 1987; Scott, 2005; Aycan, 2006). Based on this underlying theory, the 
detailed contextual factors of home and host country will be discussed first, and then 
the subsidiary specific factors derived from the review of SIHRM models will be 
outlined. This discussion is followed by a depiction of the conceptual framework, and 
the development of research questions for the present study. 
2.5.1 Identifying COO and host country effects influencing HRM 
practices in Chinese MNCs 
SIHRM models (Section 2.2.4) and prior studies discussed earlier (Section 2.4) have 
focused on factors external to the organisation, such as COO effect (Section 2.3), and 
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host country effect, as well as factors internal to the organisation such as strategy, 
structure, management style, administrative heritage, and political processes. 
According to Zucker (1987), home and host country effects on labour and HR 
practices are largely related to government regulations and policies, culture, and 
labour market conditions. Several SIHRM models (e.g. Rosenzweig and Singh 1991; 
Schuler et al., 1993) and empirical studies (e.g. Zhang and Edwards, 2003; Zhang 
and Edwards, 2007) include institutional factors such as government policies and 
cultural distance/differences in their analysis. Labour market conditions were also 
addressed by several scholars (see Zucker 1987; Gooderham et al., 2006; Pudelko 
and Harzing, 2007; Lee, 2011). In this sub-section, factors related to government 
regulations and policies, culture and labour market conditions of home and host 
countries are further discussed, with reference to their appropriateness for inclusion 
in the present study. 
Government regulations and policies 
Government regulations and policies directly impact the way that organisations 
manage their employees (Rosenzweig and Singh, 1991). As noted earlier in the 
discussion of institutional theory (see Section 2.2.2), coercive and regulatory 
pressures are commonly employed by government agencies and experienced by 
MNCs (Scott, 2005). Political factors include various risks associated with political 
environments in different countries or regions (Ferris and Judge, 1991), and 
government policies that are often developed to address these political risks, which 
in turn may influence MNCs overseas operations (Rosenzweig and Singh, 1991; 
Schuler et al., 1993; Shen, 2005). Thus, in order to manage the uncertainty of doing 
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business internationally, home country and/or headquarters (HQs) of MNCs would 
put constraints upon and/or control their prescribed policies and practices (Shen, 
2005).  
Government policies and regulations of the host country also have impacts on the 
HRM practices of MNCs’ subsidiaries. MNCs operating in various countries are 
subject to the host countries’ laws and labour regulations, which may constrain the 
transfer of HRM practices from home to abroad, and require the MNC’s subsidiaries 
to adapt to local HRM practices (Rosenzweig and Singh, 1991; Schuler et al., 1993; 
Taylor et al., 1996; Shen, 2005).  
Specific HR practices such as recruitment and selection can be influenced by state 
policies and legislation. For instance, in the beginning of China’s economic reform, 
the national government introduced incentives to encourage foreign companies to 
recruit extensively from the unemployment pool, in an attempt to reduce 
unemployment levels (Cooke, 2009). In addition, labour legislation in some countries 
also requires companies to adopt selection procedures based on strict selection 
criteria, through legislation introduced to protect employees and customers from 
potential injuries/damages caused by unqualified staff members (Woska, 2007).  
Reward structures in organisations could also be subject to control by state 
regulations and labour legislation (Zhang and Edwards, 2003). For example, the 
Australian government provides incentives that allow employees to continue working 
and thus reverse early retirement (Patrickson and Ranzijn, 2004). Hence, government 
regulations and policies were identified as one influencing factor in the choice of 




Cultural differences have a strong influence on the choice of management practices 
at the HQs of MNCs as well as in the host location (Tung and Punnet, 1993; Ferner 
and Edwards, 1995). Hofstede’s (2011) five-dimension national cultural model 
provides a theoretical and empirical framework to understand the impact of culture 
on different management ethos and practices. The five dimensions are power distance, 
uncertainty avoidance, individualism vs. collectivism, masculinity vs. femininity and 
Confucian dynamism. These dimensions have been extensively tested empirically, 
and found to have influenced managerial decision-making, leadership styles and 
HRM practices (House, Hanges, Ruiz-Quintanilla, Dorfman, Javidan, Dickson, and 
Gupta, 1999). Organisations tend to adopt HRM practices that are consistent with 
locally embedded cultural values and behavioral norms (Jackson and Schuler, 1995; 
House et al., 1999).  
In recruitment and selection processes, in collectivist countries with high uncertainty 
avoidance, companies generally prefer recruiting and selecting internal candidates in 
order to maintain group loyalty (Bjorkman and Lu, 1999; Gatfield and Youseff, 2001; 
Budhwar and Khatri, 2001). Similarly, organisations from collectivist cultures tend 
to use informal recruitment sources (e.g. word-of-mouth, family members, relatives, 
friends) more extensively than formal recruitment sources (e.g. advertising, 
recruitment session, job agency) (Mead, 2005). When selecting candidates, 
companies in Anglo-American individualist cultures usually adopt task-related 
selection criteria involving educational qualifications, past job-related performance 
and skills (Chen, Lin, Lu and Tsao, 2007). In contrast, organisational selection criteria 
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in the Asian collectivist cultures generally focus on relationship-based skills and 
interpersonal skills (e.g. loyalty, interpersonal relations, guanxi) (Bjorkman and Lu, 
1999; Budhwar and Khatri, 2001).  
The degree of training and development activities utilised by subsidiaries also 
appears to be influenced by cultural factors. As claimed by Aycan, Al-Hamadi, Davis 
and Budhwar (2007), the importance of training and development activities is 
commonly undermined in countries with high uncertainty avoidance, as employees 
are viewed as uncertain costs to avoid instead of potential valuable assets to increase 
value in the long term, and thus are provided with less or minimal training 
opportunities. Chen et al. (2007) also claim that managers in societies with high value 
on power distance, such as China, are generally unwilling to invest in training and 
development activities of lower-ranked employees, as the values of these activities 
are seen to be low, as compared to training and development of high-ranked officials 
and elites. On the other hand, training and development of all employees in 
organisations from Anglo-American cultures with low scores on power distance is 
strongly emphasised, and is regarded as a core determinant of organisational 
performance, since every individual employee is viewed as a valuable resource with 
potential to grow and contribute to organisational success (Wagner, 2011).  
Cultural background also determines company initiatives in relation to employee 
rewards. Under an outcome-oriented and universalistic culture, rewards are regarded 
as an effective tool to motivate employees. Thus, reward decisions are mainly 
dependent on the basis of formal, objective and systematic performance evaluation 
(Huo and Von Glinow, 1995; Hodgetts, Luthans and Doh, 2006). In contrast, 
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performance-based pay is less valued in a collectivist, high power distance and 
paternalistic culture, because group affiliation and harmonious relationships 
represent company loyalty, which is highly valued. As such, rewards are generally 
determined by subjective evaluation by managers, reflecting the ‘value’ of people 
rather than the job itself and the requirement of organisations (Luthans, Marsnik and 
Luthans, 1997; Aycan, 2006).  
As can be seen above, the culture of both home and host countries affects the choices 
of HRM practices of MNCs; and is therefore included as another influencing factor 
in the present study.  
Labour market conditions 
Despite having the largest population in the world, China is still facing an enormous 
labour shortage (Li and Sheldon, 2010). The current scarcities in labour quality form 
a complex labour market condition that continuously exercises normative and 
coercive pressures on organisational management practices (Tregaskis and Brewster, 
2006; Bjorkman et al., 2007). Thus, it is argued that organisations in countries with 
limited skilled labour are constantly adapting their HRM practices to local labour 
market conditions where MNCs are operating (Bjorkman et al., 2007).  
Constrained labour market conditions may significantly challenge the use of 
conventional HRM strategies. Using the example of recruitment, the limited supply 
of a skilled workforce in the external labour market could force companies to rely 
more on training and developing their internal candidate pool (Crompton, Gallie and 
Purcell, 1996). Organisations are also pressured to improve their recruitment 
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practices by targeting non-traditional candidate pools to attract a wider range of 
applicants (Rynes and Barber, 1990; Townley, 2014). Certain selection criteria, for 
example, task-related criteria may not be solely depended upon, as companies are 
forced to fill their vacancies with a limited labour supply (Rynes and Barber, 1990; 
Crompton et al., 1996).  
Therefore, it is plausible that both home and host country labour market conditions, 
in addition to culture and government regulations and policies, influence the choice 
of HRM practices by Chinese MNCs operating in Australia.  
2.5.2 Subsidiary specific factors 
In addition to the external factors discussed above, subsidiary specific factors were 
found to influence HRM practices of MNCs among several studies reviewed in 
Section 2.4. These subsidiaries’ characteristics can be identified in terms of three 
elements. The first relates to the history of the subsidiary’s international experience, 
international structures, and size (e.g. Shen, 2005, McGraw, 2004, Jackson and 
Schuler, 1995, Fan, Zhu and Nyland, 2012). The second is associated with flow of 
resources between the MNC’s HQ and subsidiary (McGraw, 2004, Jackson and 
Schuler, 1995). The third is firm ownership (Kumarasinghe and Hosino, 2009). 
History of subsidiary 
Companies with more experience in overseas business operations tend to have 
undergone a better learning process concerning how to manage and achieve in 
international business successfully (Zhang and Edwards, 2007). Bjorkman and 
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Ehrnrooth (2000) concludes that the number of years that subsidiaries have operated 
overseas influences the degree to which they formalise HRM practices, and their 
subsidiaries’ performance. With a longer period of overseas operation, a positive 
relationship between firm experience and better HRM outcomes and firm 
performance was found in extant empirical studies (e.g. Cox, 2014; Kynighou, 2014).  
Flow of resources 
The flows of various resources between the parent and the subsidiaries, such as 
capital, information and technical experts, were found to determine the choice of 
HRM practices of MNCs’ subsidiaries (Jackson and Schuler, 1995, Ahlvik, Smale 
and Sumelius, 2016)). The greater the scale and volume of the flows of capital, 
information and resources, the stronger the influence of the parent on the subsidiary, 
leading to greater influences from COO effect, and less localised practices.  
Ownership 
Kumarasinghe and Hosino (2009) found that Japanese MNCs in Australia of a larger 
size, and those with state ownership tended to adopt a standardised HR strategy 
reflecting both a COO effect and geocentric focus. Xing et al. (2016) also support 
that different HRM practices were exhibited among Chinese state-owned enterprises 
(SOEs) and privately owned enterprises (POEs) operating in Africa. These findings 
suggest that ownership can influence HRM practice choices.  
It is concluded that subsidiary specific factors, including the history of subsidiary, 
flow of resources and ownership should be covered in the conceptual framework for 
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the present study, to examine the influences of these factors on the HRM practices of 
Chinese MNCs operating  in Australia, in addition to home and host country factors 
discussed earlier in Section 2.5.1.  
2.5.3 A conceptual framework 
Based on the framework proposed by Shen (2005) and Zucker’s (1987) sources of 
institutionalism, as well as the justifications of the relevant factors made in Sections 
2.5.1 and 2.5.2, a conceptual framework, with factors derived from the home country 
(COO) effect, host country effect and subsidiary specific factors on subsidiary HRM 
practices, is presented in Figure 2, and is utilised to explore their influences on HRM 
practices in Chinese MNCs operating in Australia. This framework helps guide the 
development of research questions (Section 2.5.4) and choice of research methods 
discussed in Chapter 3, as well as the analysis of data collected from interviews in 





Figure 2： A Conceptual Framework – Key Factors Influencing Chinese MNC 
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2.5.4 Research questions 
Based on the extensive literature review above on theoretical discussion and 
empirical studies of the effect of COO on HRM practices of MNCs in Chinese and 
non-Chinese MNCs, it is argued that organisational forms and practices are socially 
constructed and thus vary under different social contexts. It is still unclear whether 
COO effects do apply to Chinese MNCs operating in Australia, as there has been 
limited research to date that has investigated these phenomena.  
Two empirical studies (Okamoto and Teo, 2009; and Kumarasinghe and Hosino, 
2009) in a different context, i.e. Japanese MNCs in Australia, show a strong COO 
effect on HRM practices. Both studies found that Japanese subsidiaries in Australia 
had attempted to adopt their home country management practices. As China and 
Japan share similar cultural roots of Confucianism, particularly three overarching 
research questions are posed in this study. Research Question 1 is as follows:  
RQ1: How does country of origin (COO) influence the choice of HRM 
practices of Chinese MNCs operating in Australia? 
As discussed earlier, COO effects are largely related to home country government 
policies and regulations, culture and labour market conditions. Thus, three sub 
research questions are developed for RQ (1): 
Specifically: 
RQ1A: Home country (China) government regulations and policies will determine the 
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choice of HRM practices of Chinese MNCs operating in Australia. 
RQ1B: Home country (China) culture will determine the choice of HRM practices of 
Chinese MNCs operating in Australia. 
RQ1C: Home country labour market conditions will determine the choice of HRM 
practices of Chinese MNCs operating in Australia 
A considerable amount of literature has also been directed to the influence of host 
country effects on the choice of subsidiaries’ HRM policies and practices (e.g. 
Edwards and Zhang, 2003; Zhang and Edwards, 2007; Pudelko and Harzing; 2007; 
Okamoto and Teo, 2009; Kumarasinghe and Hosino, 2009; Zhu et al., 2014; Zhang 
and Fan, 2014). These empirical findings provide evidence of both divergence and 
convergence in HRM practices as a result of MNCs responding to institutional 
requirements of local host country government regulations, culture and labour market 
conditions. Thus, the second overarching research question is as follows:  
RQ2: How does host country influence the choice of HRM practices of 
Chinese MNCs operating in Australia? 
Similarly, three sub research questions related to the host country effects are 
developed for RQ (2): 
Specifically: 
RQ2A: Host country (Australia) government regulations and policies will determine 
the choice of HRM practices of Chinese MNCs operating in Australia. 
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RQ2B: Host country (Australia) culture will determine the choice of HRM practices 
of Chinese MNCs operating in Australia. 
RQ2C: Host country (Australia) labour market conditions will determine the choice 
of HRM practices of Chinese MNCs operating in Australia. 
Finally, HRM is not only context-based and influenced by external factors, it is also 
influenced by organisation internal factors (Jackson and Schuler, 1995). In the 
context of international business, subsidiary’s characteristics determine the way 
MNCs either adopt the global integration/standardisation strategy or respond to the 
local environment. Several theoretical models and empirical studies have included 
organisational characteristics in their analysis. Therefore, in line with existing 
research, the present study also proposes the following research question:  
RQ3: How do the subsidiary specific factors influence the choice of HRM 
practices of Chinese MNCs operating in Australia?  
Three factors related to the constraints and controls of MNCs on their subsidiaries 
and likely affecting the choice of HRM practices of MNCs are: the history of 
subsidiary, flow of resources and ownership. Thus, three sub research questions are 
developed for RQ (3). 
Specifically: 
RQ3A: The history of subsidiary will influence the choices of HRM practices among 
Chinese MNCs operating in Australia. 
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RQ3B: Flow of resources between subsidiary and HQs will influence the choices of 
HRM practices among Chinese MNCs operating in Australia. 
RQ3C: Ownership will influence the choices of HRM practices among Chinese 
MNCs operating in Australia. 
2.6 Chapter summary 
This chapter reviewed the relevant literature examining the concept and evolution of 
HRM, with a specific examination of two subfields of HRM: Strategic Human 
Resource Management (SHRM) and International Human Resource Management 
(IHRM). Five strategic IHRM (SIHRM) models relevant to the HRM practices of 
MNCs, and three theoretical perspectives (the resource-based view, institutional 
theory, and cross-cultural perspective) were discussed and reviewed, to understand 
SIHRM within the context of MNCs. Several studies examining the COO effects on 
HRM practices of both Chinese and non-Chinese MNCs were examined, to provide 
a justification of the relevant factors selected to develop the conceptual framework 
for the present study. 
Based on the literature reviewed and empirical results discussed, the effect of home, 
host and internal organisational factors on the HRM practices of Chinese MNCs 
operating in Australia was identified as an important problem and avenue to explore 
in present study. Three key research questions with several sub-sets of research 
questions related to specific factors derived from COO effects, host country effects 
and internal organisational characteristics, were developed for this purpose. In order 
to answer the proposed research questions, the research methods generating the study 
are reviewed, discussed, and justified in Chapter 3.   
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CHAPTER 3  RESEARCH METHODLOGY 
 
3.0 Introduction  
The previous chapter discussed different theoretical perspectives embodied in the 
literature on COO effect, host country effect, and specific subsidiary factors that 
influence HRM practices in Chinese MNCs. In order to achieve the objective set out 
in this study, an appropriate research methodology needs to be employed to 
empirically examine how COO effect, host country effect and specific subsidiary 
factors influence HRM practices in Chinese MNCs. This chapter is devoted to a 
discussion of the research methodology. 
According to Somekh and Lewin (2005), a methodology is a set of guidelines or 
approaches followed when undertaking research. Similarly, Walter (2006:35) argues 
that a methodology is the frame of reference used in research. It is often influenced 
by a “paradigm”, in which theoretical perspective for chosen research topic is 
considered and developed. A research methodology may also refer to systematic 
modes, procedures or tools used in the process of data collection and analysis 
(Somekh and Lewin, 2005; Walter, 2006). Thus, a methodology is the overall 
approach used in research, and is linked to a particular paradigm or theoretical 
framework. 
This chapter justifies the research methodology employed in this present study. 
Firstly, the chapter discusses the research paradigm in which the study is embedded. 
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Secondly, it outlines the research design used in the study. Thirdly, the sample of 
participants involved in this study, how participants were selected, and the setting in 
which the study took place, are also discussed, along with a justification of the 
approaches used to collect and analyse data.  
3.1 Research paradigms  
3.1.1 Defining common research paradigms 
In the research context, the term ‘paradigm’ is commonly used to refer to a system of 
opinions used by a community of researchers to generate knowledge (Guba and 
Lincoln, 2005; Shepherd and Challenger, 2013). Denzin and Lincoln (2005) consider 
a research paradigm as a set of assumptions, strategies and criteria for research shared 
by a research community. The term 'paradigm' can also be defined as “a loose 
collection of logically related assumptions, concepts, or propositions that orient 
thinking and research” (Bogdan and Biklen, 1998:22). Similarly, Cohen and Manion 
(1994:38) argue that a paradigm is a philosophical intent or motivation for 
undertaking a study. According to Hennink, Hutter and Bailey (2010), a paradigm 
consists of three elements: 1) a belief about the nature of knowledge, 2) a 
methodology, and 3) criteria for validity. Conversely, Neuman (2011) notes that there 
are three main elements of a paradigm: epistemology (i.e. the study of knowledge, 
concerning the nature of knowledge itself, its possibility, scope, and general basis), 
ontology (i.e. a specification of a conceptualization, concerning the overall nature of 
reality), and research methodology (i.e. the body of knowledge that utilizes the 
techniques or processes to conduct research, and focuses on the channels by which 
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we gain knowledge of the world we investigate) (Neuman, 2011). The subsequent 
sections of this chapter summarise each research paradigm, in terms of their ontology, 
epistemology and methodology in the context of this study.  
As previously observed by Walter (2006), research is often guided by a particular 
paradigm. The nature of research is influenced by the paradigm that a researcher 
employs to establish relationships between or among constructs (Mertens, 2005:2). 
In essence, a paradigm is the starting point that eventually determines the research 
design, method of data collection and analysis that a researcher uses. It is the choice 
of paradigm that determines the intent, motivation and expectations for research 
(Cohen and Manion, 1994; Shepherd and Challenger, 2013). Without selecting a 
paradigm as the first step, there is no basis for subsequent choices regarding research 
design, methods of data collection and analysis (Walter, 2006; Shepherd and 
Challenger, 2013). 
Commonly known and utilised research paradigms include: positivist (and post-
positivist), constructivist, interpretivist, transformative, critical, pragmatist, and de-
constructivist paradigms (Creswell, 2013; Mertens, 2005). According to Mackenzie 
and Knipe (2006), in many literatures, these paradigms generally overlap with each 
other, and can be divided into four main groups: the positivist/post-positivist 
paradigm; the transformative paradigm; the pragmatic paradigm; and the 
interpretivist/constructivist paradigm. Each of these paradigms is now summarised to 




3.1.2 Positivist and post-positivist paradigms  
According to Saunders, Lewis and Hornhill (2009), a positivist paradigm is a research 
philosophy that is based on the belief that the social world exists exclusively, 
objectively and externally. The positivist paradigm accentuates direct observation, 
quantitative measurement and objective prediction of relationships between variables 
(Creswell, 2013; Mackenzie and Knipe, 2006). Positivist research methods include 
experiments and tests, relying on methods that can be controlled, measured and used 
to support a hypothesis (Shepherd and Challenger, 2013). Shepherd and Challenger 
(2013) argue that one major criticism of positivism is the separation of the researcher 
from what is being researched. Other authors (e.g. Creswell, 2013; Hassard and 
Wolfram Cox, 2013; Somekh and Lewin, 2005) are concerned that the expectation 
that a researcher can carry out research without allowing values or interests to 
intervene is impossible. As a result, the post-positivism paradigm was developed, to 
address this weakness of positivism.  
Post-positivism is a subtype of positivism, which incorporates some value 
assumptions on the part of the positivist researcher (Mertens, 2005; Hassard and 
Wolfram Cox, 2013). Post-positivists see the world as ambiguous, variable and 
multiple in its realities. It is argued that what might be the truth for one person or one 
cultural group may not be the truth for another (O’Leary, 2004). Mertens (2005) 
further argues that both positivist and post-positivist research are most commonly 
aligned with quantitative methods of data collection and analysis. In summary, 
positivist and post-positivist paradigms are associated with quantitative research, and 
often involve hypothesis testing to obtain ‘objective’ truth.  
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However, the issue of COO and, host country effects, and subsidiary specific factors 
on Chinese MNCs operating in Australia is relatively new to the literature and 
empirical study, and thus the ‘objective’ truth has not yet been discovered due to a 
lack of empirical research (Zhu et al., 2014). On this basis, it is argued that the 
positivist paradigm is not the most suitable paradigm for the current study.  
3.1.3 Transformative paradigm 
According to Mertens (2005), the transformative paradigm arose during the 1980s, 
partially due to dissatisfaction with existing and dominant research paradigms and 
practices at the time, and because of a realisation that much of the sociological and 
psychological theory that lay behind the dominant paradigms “had been developed 
from the white, male perspective and was based on the study of male subjects” 
(Mertens, 2005:17). A faction of researchers felt that the previous paradigms of 
research did not adequately address issues of social justice and marginalised people 
(Creswell, 2013:9). As a result, the transformative paradigm emerged.  
The transformative paradigm focuses on eliminating injustice in society and aims at 
transforming society by addressing inequalities particularly in relation to ethnicity, 
gender, sexual orientation, persons with disability and other marginalised persons 
(Hammersley, 2011; Mackenzie and Knipe, 2006). Transformative researchers may 
utilise qualitative and quantitative data collection and analysis methods (Somekh and 
Lewin, 2005:275). Transformative paradigms normally adopt action research 
methodology with the aim of finding solutions to immediate problems (Lather, 2006; 
Atkins and Wallace, 2012).  
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It is argued that that the transformative paradigm is not applicable to the present study, 
because the aim of this research is not to change the community, or any of Chinese 
MNCs under investigation. Rather the focus is to explore the nature of HRM practices 
in Chinese MNCs currently operating in Australia.  
3.1.4 Pragmatic paradigm 
Pragmatism is a deconstructive paradigm that advocates the use of mixed-research 
methods to collect, analyse, and integrate both quantitative and qualitative research 
(and data) in a single study or a longitudinal program of inquiry (Creswell et al., 
2013). As Feilzer (2010) observes, pragmatism sidesteps the contentious issues of 
truth and reality and focuses instead on ‘what works’ as the truth with regard to the 
research questions under investigation’. Creswell (2013:11) further argues that 
pragmatic researchers focus on the ‘what’ and ‘how’ of the research problem. 
Furthermore, the essence of pragmatist ontology is action and change in an active 
way, characterised by humans acting in a world that is in a constant state of becoming 
(Goldkuhl, 2012). Hence, the pragmatist paradigm emphasises the active role of the 
researcher as a participant in practice, in order to explore the facts (Glodkuhl, 2012).  
Based on this logic of the pragmatist researcher involved in action and change, the 
pragmatist paradigm is not appropriate for the present study, because the researcher 
was not involved in an active change process with regard to HRM practice in Chinese 
MNCs operating in Australia. Instead, the objective was to explore HRM practices 
and the influences on such practices. 
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3.1.5 Interpretivist (constructivist) paradigm 
The interpretivist paradigm grew out of the philosophy of Edmund Husserl’s 
phenomenology, which is primarily concerned with the systematic reflection on and 
study of the structures of consciousness and the phenomena that appear in acts of 
consciousness. This ontology sees the world as objects, sets of objects, and objects 
acting and reacting upon one another (Husserl, 2013). The interpretivist paradigm is 
also based on Wilhelm Dilthey’s and other German philosophers’ studies of 
interpretive understandings, which are called hermeneutics that cover a wider 
discipline that includes written, verbal, and nonverbal communication (Mertens, 
2005:12). Hermeneutics suggest that “reality is socially constructed” (Mertens, 
2005:12) and that it can be interpreted. Thus, the concept of hermeneutics is closely 
related to the methodology of interpretation or the interpretivist paradigm (Guba and 
Lincoln, 2005).  
Interpretivists have the intention of understanding the world of human experience 
(Cohen and Manion, 1994:36). They see reality as it is constructed inter-subjectively, 
through interpreting meanings and developing understandings of the subjects under 
investigation in a socially-constructive setting and/or through personal experiences 
(Mertens, 2005). Furthermore, interpretivists argue that issues in the social realm, 
especially those involving human beings, are not mechanistic. As noted by Klenke 
(2008), an interpretivist paradigm is based on the notion that, in the social world, 
knowledge is subjective. Interpretivists often focus on generating descriptive 
analyses drawn from the interpretation of views, experiences and actions of various 
groups chosen for examination (Klenke, 2008). Consequently, accurate knowledge 
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can only be obtained by exploring and interpreting the opinions, experiences and 
actions of people under investigation. 
An interpretivist paradigm requires researchers to select a small sample of the 
population under investigation and subsequently construct meaning from the sample 
population by exploring and interpreting their views, experiences and actions (Carson, 
Gilmore, Perry and Gronhaug, 2001). Interpretivist researchers most commonly rely 
on qualitative data collection methods, but they may also use a combination of both 
qualitative and quantitative research methods (e.g. mixed-methods) to obtain an 
understanding or interpret lived experiences from multiple perspectives (Mackenzie 
and Knipe, 2006; Creswell, 2013). In support of this view, Creswell (2013) argues 
that the goal of research using an interpretivist worldview is to rely, as much as 
possible, on the participants’ views of the situation. Interpretivist research therefore 
recognises that it is through interaction with other individuals and institutions that 
meanings are developed.  
The present study is aimed at exploring several factors related to the COO effect, host 
country effect, and subsidiary specific factors that may affect choices of HRM 
policies and practices of Chinese MNCs operating in Australia. To understand these 
factors, a cohort of research participants was chosen that could provide their views 
and experiences with reference to these factors. Use of the interpretivist paradigm is 
appropriate, as it would help generate interesting points raised by research 
participants to discuss the factors that may have influenced HRM practices of 
Chinese MNCs operating in Australia, which may have not been explored in previous 
studies (Klenke, 2008).  
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3.2 Interpretivism and research design 
Interpretivist methodologies focus primarily on understanding and accounting for the 
meaning of human experiences and actions (Creswell, 2013). As argued by Creswell 
(2013), the interpretivist paradigm utilized four types of research design to explore 
human experiences and actions: phenomenological studies (studies on detailed 
descriptions of human subjects from the researcher’s experience); grounded theory 
(the researcher derives a general, abstract theory of process, action, or interaction 
grounded in the views of participants); ethnographies (exploring human activity and 
interactive behaviour in field-based studies); and case studies (exploring a specific 
event or phenomenon in some processes of a social group or an institution) (Creswell, 
2013). This section summaries and distinguishes these four approaches to justify the 
best approach chosen for the present research, in order to answer the research 
questions developed in Chapter 2.  
3.2.1 Phenomenology approach 
Phenomenology is a critical reflection on personal experience rather than 
subconscious motivation, and is designed to discover the essential features of that 
experience (Goulding, 2005). Phenomenological researchers are interested in the way 
people experience their world, what it is like for them, and how best to understand 
their experiences (Srubar, 1998).  
Phenomenology has been used in organisational and consumer research in order to 
develop an understanding of complex issues (Srubar, 1998; Davidson, Stayner, 
Lambert, Smith and Sledge, 1997). It has its own unique characteristics and 
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philosophy, which may be beneficial in terms of theory building based on 
experiences. Examples include Thompson's (1996) exploration of gendered 
consumption and lifestyle, and Thompson and Haykto's (1997) deconstruction of the 
meaning of fashion discourses and the links to identity and self-conceptions. 
However, the aim of the present research is not to build theory based on consumer 
experiences, but rather to explore the factors and build an understanding of how these 
factors, such COO and host country effects and subsidiary specific factors, could 
impacts on HRM practices among Chinese MNCs operating in Australia. Thus, the 
phenomenology approach was not chosen. 
3.2.2 Grounded theory approach  
Grounded theory as a methodology emerged from the discipline of sociology, an area 
of enquiry that is focused on society and the individual (Specto-Mersel, 2010). 
Grounded theory is an exploratory method which enables researchers to seek out and 
conceptualise social patterns through the process of constant comparison (Morse, 
Stern, Stern, Faan, Corbin, Bowers and Clarke, 2016). The exploratory method for 
grounded theory can be used as a general method of analysis with any form of data 
collection: survey, experiment, or case study (Specto-Mersel, 2010). Furthermore, 
grounded theory is flexible in terms of data, but insists on theoretical sampling and 
saturation of both data and theory. This current research intends to explore factors 
that include COO and host country effects and subsidiary specific factors, and their 
influences on HRM practices among Chinese MNCs operating in Australia without 
the particular aim of developing and creating a theory. Thus, grounded theory is not 
the most suitable approach for the current study. 
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3.2.3 Ethnographic approach 
The ethnographic approach is rooted in culture, with a focus on small-scale societies. 
Its original and central concept accentuates the nature and maintenance of culture 
(Goulding, 2005). A key feature of this approach is that it always involves direct 
contact with group members in an effort to look for the voices of participants 
(Atkinson and Hammersley, 1994), and to provide rich, holistic insights into people’s 
views and actions, as well as the nature of the location they inhabit, through detailed 
observations and interviews (Hammersley and Atkinson, 2007). The aim is to ‘get 
inside’ the way groups of people see the world, so it requires certain periods of time 
in the ‘field’ and emphasizes observational evidence (Hammersley and Atkinson, 
2007). Because this research did not involve nor require the researcher to reside in 
Chinese organisations or draw upon expensive observational techniques, this 
approach was deemed not to be the most suitable design to answer the research 
questions.  
3.2.4 Case study approach 
A case study is defined as a method used to deeply observe the characteristics of an 
individual, a group or a community, and to analyze various phenomena in relation to 
that unit of study (Creswell, 2013). It is the study of a case or cases, of person, place 
and/or event, which is selected for its particularity, and 'bounded' by physical, 
social/cultural, and conceptual features (Yin, 2015). Case study research takes a 
shorter time compared to ethnographic research, and involves careful and in-depth 
consideration of the nature of the case, the historical background, physical setting, 
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and other institutional, political and contextual factors (Yin, 2015). Case study 
research has become an increasingly popular approach in the management field 
(Hancock and Algozzine, 2015).  
According to Stake (2005), there are three different types of case study: intrinsic, 
instrumental, and multiple. An intrinsic case study is undertaken by researchers 
because of their intrinsic interests in certain subjects, such as a particular curriculum, 
classroom, or book; whilst an instrumental case study is the study of a case, such as 
person, specific group, occupation, department or organisation, to provide insights 
into a particular issue, redraw generalizations, or build theory (Stake, 2005). Multiple 
case studies or collective case studies are an extension of the instrumental study. They 
consist of several cases in order to explore a certain phenomenon. In addition, the 
researcher tries to investigate whether there are similarities or differences among the 
cases’ characteristics, to get a better understanding of particular interests (Stake, 
2005). 
McLeod (2008) states that case studies are an important way of illustrating theories. 
Similarly, Yin (2015) points out that case studies are often used in exploratory 
research to help researchers gain new insights and understanding of a field less 
explored in the existing literature.  
The case study approach is the most appropriate for the present study, because this 
approach provides the researcher with wide ranging possibilities for questions and 
enables exploration of added complexity arising from the case (Hancock and 
Algozzine, 2015). As the aim of this study is to discover and explore an emerging 
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issue, the influence of COO and, host country effects and subsidiary specific factors 
on HRM practices of Chinese MNCs operating in Australia, and such issues have not 
been extensively investigated in empirical research, adopting a case study approach 
is the most appropriate design to answer the research questions. 
Secondly, central to the quality of using case study approach is examining and 
exploring whether participants’ perspectives have been represented in the research 
process and the interpretations made from information gathered, and whether the 
findings are coherent in the sense that they ‘fit’ the data and social context from which 
they were derived (Creswell, 2013). The present study used multiple case studies to 
ensure that various participants’ perspectives, on the impacts of COO effects, host 
country effects and specific subsidiary factors on HRM practices among Chinese 
MNCs operating in Australia, were presented. Subsequently, the researcher could use 
the data collected from research participants to investigate whether there are 
similarities or differences among multiple cases, according to their underlying 
characteristics, and to develop a better understanding of areas of HRM practices 
mostly impacted by COO effect and host country effect (Creswell, 2013).  
Finally, the case study approach is particularly applicable to this study, because the 
researcher not only needs to obtain an in-depth interpretation of the research issues 
regarding the impacts of COO effect, host country effect and subsidiary specific 
factors on HRM practices among Chinese MNCs operating in Australia, but also 
needs to explain the complexities of those issues in their context. The case study 
approach has enabled the researcher to achieve these dual objectives in the present 
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research. In the next section, the background features of multiple case studies and the 
procedures will be discussed in details.  
3.3 Case companies and sample selections 
3.3.1 Unit of analysis 
Since the main aim of this study is to investigate the HRM practices of Chinese 
MNCs operating in Australia and examine COO and host country effects and 
subsidiary specific factors affecting the choices of HRM practices, the unit of analysis 
is the company, i.e. Chinese MNCs operating in Australia. 
Yin (2015) considers the case methodology as ‘microscopic’ because of the limited 
sampling cases. He further states that objective settings of the research are far more 
important in case study method than a big sample size (Yin, 2015). Hence, this study 
is focused on the organisational setting, which is MNCs with headquarters based in 
China. The selection of six case companies, comprising four SOEs and two POEs 
was aimed at having representation of companies spread across different industries, 
with different lengths of overseas operation, ownership and subsidiary size in 
Australia. In order to satisfy the saturation criterion, the most common sampling 
strategy used in qualitative research can be labelled as purposeful sampling 
(Creswell, 2013).  
The six companies selected in the present study whilst representing a small number 
of companies were considered sufficient to explore the research questions as they 
comprised of  a range of different subsidiary characteristics including “ownership”, 
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“major product/service”, “year established in Australia”, ‘first subsidiary location”, 
“current subsidiary location”, “entry mode” and “no. of employees in subsidiary”.   
It is argued that qualitative research typically tries to interview the research 
participants deeply enough, so that all important aspects and variations of the studied 
phenomenon are captured, without considering the sample size (Creswell, 2013). 
Therefore, four SOEs and two POEs, as a representation of the cohort of Chinese 
MNCs overseas, are included in the present study, to assess such phenomena as 
influences of country or origin effect, host country effect, and specific subsidiary 
specific factors on the HRM practices of Chinese firms.  
China has adopted the ‘Go Out’ Policy (also referred to as the ‘Going Global Policy’) 
since 1999. This policy has encouraged Chinese companies, particularly state-owned 
enterprises (SOEs), to look beyond the domestic market and engage in direct 
investment abroad (Deng, Falvey and Blake, 2012). China’s large state-owned 
enterprises (SOEs) still dominated outward direct investment (ODI) activities, with 
their massive deals in resource extraction. According to the official figures 
(MOFCOM, 2013), the majority of overseas Chinese enterprises in 2013 were SOEs, 
and focused on the resource and service sector, while the share of private companies 
has also been growing, accounting for 9.5% of China’s total ODI. In comparison, 
MNCs from developed countries invested mostly in overseas manufacturing 
ventures, whilst emerging companies from developing countries, including China, 
have tended to invest more in services, and would be more likely to keep their 
manufacturing investments onshore where wages and cost are lower (UNCTAD, 
2012). Thus, four state-owned enterprises (SOEs) selected in the present study were 
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largely operating in the service sector, including banking and finance, and but with 
one in the primary (resources) sector.  
The Chinese government, together with the China Council for the Promotion of 
International Trade (CCPIT), has introduced several schemes to assist and control 
domestic companies in developing a global strategy to exploit opportunities in 
expanding local and international markets (Deng, 2012). Hence, it is argued that the 
HRM policies and practices of Chinese global SOEs, with strong bureaucratic control 
from government and its institutions, may have been influenced more by COO than 
have MNCs from the western developed countries. Hence, this study has selected 
four SOEs to be included in the analysis. 
In the process of implementing ‘going global’ strategies, Chinese private-owned 
companies (POEs) have also participated in this internationalization process (Gu, 
2009). According to KPMG (2015), Chinese POEs are getting more ambitious and 
completing larger transactions: POEs accounted for 41 percent of Chinese outbound 
merger and acquisition in 2014 (by value), up from 10 percent in 2010. Chinese POEs 
were still relatively small in overseas direct investment (MOFCOM, 2015); hence, a 
limited sample of Chinese MNCs with POE ownership was selected in the present 
study. As Yin (2015) and Creswell (2013) both argue, that sampling in qualitative 
research should be flexible and could reflect the research problem, ranging from 
sampling for maximum variation to focusing in-depth on a single exceptional case. 
In the present study, two POEs were purposefully selected to examine the impacts of 
COO effects, host country effects and specific subsidiary factors on the choice of 
HRM practices and policies among Chinese MNCs operating in Australia, as 
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compared to those of the SOEs. The details of the six companies selected are profiled 





Table 4: Case (Company) Profiles 
 
Notes: NSW=New South Wales, VIC=Victoria, WA=Western Australia, QLD=Queensland
Company 
(coding) 
















Company A (CA) State-owned Financial business and 
energy and resources 
1986 NSW NSW, VIC, WA, 
QLD 
Wholly owned subsidiary 100+ 
Company B (CB) State-owned Resources 2004 WA  VIC, WA, QLD  Wholly owned subsidiary 50+ 
Company C (CC) State-owned Banking 1985 NSW NSW, VIC, WA, 
QLD 
Wholly owned subsidiary 100+ 
Company D (CD) Stated-owned  Banking 
 
2002 NSW NSW, VIC, QLD Wholly owned subsidiary 100+ 
Company E (CE) Private-owned  Skin Care and Cosmetics 2010 NSW NSW, VIC Acquisition 20+ 
Company F (CF) Private-owned Real estate 2013 NSW NSW, VIC Joint venture <10 
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3.3.2 Sample selection  
The sample was selected from Chinese MNCs located in several major cities in Australia. 
A ‘snowball sampling’ method was adopted, where an initial, small sample ‘snowballed’ 
into a sample that could meet the requirements of the research design and data analysis 
(Hoyle, Harris and Judd, 2002:188). This snowball sampling method started with personal 
contacts who worked for one of the Chinese MNCs, who then acted as intermediaries to 
generate further contacts. Hence, the further contacts became the second-order 
intermediaries. More intermediaries introduced more participants from different Chinese 
MNCs, to generate a sufficient sample size for analysis (Mead, 2005). Guest, Bunce, and 
Johnson (2006) and Crouch and McKenzie (2006) propose that, the more information the 
sample holds, relevant for the actual study, the lower the amount of participants that is 
needed. The present study’s aims do not emphasise a large size in the sample, but rather 
the aim is to get quality of dialogue with adequate information from each interviewee to 
answer the research questions.  
The primary reason for choosing the ‘snowball sampling’ method is that Chinese MNCs 
within Australia are not easily accessible, because staff working for these Chinese 
companies are normally reluctant to supply information to outsiders (Mead, 2005). The 
reason getting information from the employees working in Chinese MNCs is difficult is 
because China is classified as a collectivist culture under Hofstede's cultural dimensions 
(2016), and collectivist cultures tend to differentiate between insiders and outsiders, and 
non-members of an organisation are thus not trusted (Mead, 2005:34). Stening and Zhang 
(2007) state that data collection in China has the problem of ‘getting inside’, and is a 
notoriously difficult task: it is often difficult for outsiders, including researchers, without 
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‘networks’ to access firms and information related to their organisational HRM policies 
and practices. Thus, to get around the difficulty of identifying and accessing the target 
group, the researcher had to use ‘guanxi’ (personal relationships and networks) to initiate 
contacts from a couple of Chinese MNCs. Subsequently, these first contacts helped to 
enlist the cooperation of other MNCs through their guanxi networks. 
It is noted that snowball sampling can prove an effective way of gathering data (Morgan, 
2008). It was feasible and effective to adopt snowball sampling in this study for the 
following reasons. Firstly, this method enabled the researcher to accurately identify and 
access large numbers of qualified Chinese MNCs within a limited time. Secondly, the 
guanxi-based approach effectively encouraged the Chinese MNC employees to provide 
information. In this study, the researcher used a guanxi-based approach to identify a cross 
section of potential participants.  
3.4 Semi-structured, in-depth interviews 
Iinterviews types typically range from unstructured, through semi-structured to structured 
interviews (Katz, 2015; Morse, 2015). According to Morse (2015), an unstructured 
interview is completely unplanned, in which questions can be asked in any order, as open 
questions. In contrast, structured (closed) questions provide people with a fixed set of 
responses (Morse, 2015). Semi-structured interviews lie somewhere in between, allowing 
new ideas to be brought up during the interview as a result of what the interviewee says 
(Morse, 2015; Katz, 2015). The present study adopted semi-structured, in-depth 
interviews with the purpose of discovering certain issues regarding the influences of COO 
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effects, host country effects and subsidiary specific factors on HRM practices among 
Chinese MNCs operating in Australia.  
Semi-structured, in-depth interviews were used as a research tool for the present study for 
two reasons. Firstly, an in-depth interview is an intensive conversation between the 
researcher and the subjects of study (Noor, 2008; DiCicco-Bloom and Crabtree, 2006). 
According to Minichiello et al. (1995) and Noor (2008), this method allows the researcher 
to gain access into the world of the study subjects, so as to understand their interpretations 
and motivations. In particular, face-to-face interviews help the researcher gain a proper 
understanding of the participants via verbal and nonverbal communication, in order to 
extract information from them. Secondly, the in-depth interview provided a platform for 
the researcher to obtain information on the participants’ thoughts, experiences and their 
feelings, on the influence of COO and host country effect and specific subsidiary factors 
on HRM practices. Hence, the participants were able to raise issues of concern, if 
necessary, during the interview; and vice versa: the researcher was allowed to ask 
additional questions in order to clarify meaning.  
To gather appropriate data about organisations and their HRM practices, the company 
senior managers and general employees were selected as participants, as these two 
positions within an organisation are likely to have the most comprehensive understanding 
of the various HRM and organisational issues addressed in the interview (Morgan, 2008). 
Face-to-face interviews were conducted between the researcher and interviewees, which 
was the primary method of interview. Where possible, participants worked in the 
Melbourne Branch office of a Chinese MNC, where the researcher was located, and were 
interviewed face-to-face. Those who were unreachable physically were interviewed via 
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phone and email. Noor (2008) argues that face-to-face interviews are advantageous over 
telephone interviews, because the former enable quick and direct clarification. Moreover, 
face-to-face interviews allow the researcher to read body language and the gestures of 
interviewees. Therefore, the researcher is able to determine any inconsistencies in the 
information provided. Although phone and email interviews might limit the information 
provided, due to asynchronous communication, one of the advantages of phone and email 
interviews was an extended access to participants who were located interstate or at a 
distance. In the present research, the adoption of additional phone and email interviews 
enabled the researcher to collect data across diverse geographical areas (Opdenakker, 
2006) in states outside Victoria.  
A total of 25 interviews were completed over two years (October 2010-September 2014). 
After the first-round interview process during October 2010 to March 2011, the researcher 
conducted second round interviews during June to September 2014. The time of each 
interview varied between 30 minutes and one and a half hours.  
After seeking the consent of the participants, the data obtained from the face-to-face and 
telephone interviews, within speech mode, were audio recorded. In addition, handwritten 
notes were taken during the study. During the interviews, the recorders were paused and 
continued as desired by the participants. Four face-to-face interviews were conducted in 
open settings, three in an outdoor café, and the other in a restaurant; and in these four 
cases, the quality of the recording was affected. Notes were written at the end of each 
interview as interesting comments were sometimes made after the formal interview was 
finished and the recording equipment turned off. Table 5 summarises the interviews and 
each interviewee’s characteristics. Note that there were a mix of Chinese and Australian 
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employees in the interview sample so as to provide different perspectives on employee 
preferences with regard to communication and leadership styles.
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Position title Years working 











CA1 F Employee 3 25-30 Bachelor  Not Specified  Face-to-Face 2010 30 
CA2 F Employee 2 25-30 Bachelor  Not Specified Email 2010 NA 
CA3 M Public Relation Manager 6 30-35 Master  Chinese Face-to-Face 2010 50 
CA4 M Regional Marketing and 
export Manager 
7 35-40 Master  Australian Face-to-Face 2010 80 
CA5 M Department Manager 8 30-35 Bachelor  Chinese  Email 2010 NA 
CB1 M Regional General Manager 15 40-45 PhD Chinese  Face-to-Face 2010 60 
CB2 M Employee 3 25-30 Bachelor  Not Specified Face-to-Face 2010 35 
CB3 M Employee  5 25-30 Bachelor  Australian Face-to-Face 2010 40 
CB4 F Employee 3 25-30 Bachelor  Chinese Face-to-Face 2010 30 
CB5 M Marketing Manager 4 25-30 Master  Chinese Face-to-Face 2010 45 
          
CC1 M Department Manager 6 30-35 Bachelor  Chinese  Face-to-Face 2011 35 
CC2 F Department Manager 5 30-35 Master  Chinese  Face-to-Face 2011 50 
CC3 F Employee 4 25-30 Bachelor  Not Specified Face-to-Face 2011 40 
CC4 F Employee 5 25-30 Bachelor  Not Specified Face-to-Face 2011 30 
CC5 M Employee 8 30-35 Bachelor  Australian Face-to-Face 2011 45 
CD1 F Department Manager 6 30-35 Bachelor  Chinese  Face-to-Face 2014 60 
CD2 M Regional Manager 20 45-50 Master  Chinese  Phone 2014 40 
CD3 M Employee 12 35-40 Bachelor  Not Specified Face-to-Face 2014 60 
CD4 M Department Manager 10 30-35 Master  Not Specified Phone 2014 90 
CE1 F Employee 2 25-30 Master  Not Specified Face-to-Face 2011 35 
CE2 M Employee 3 25-30 Master  Chinese  Email 2011 NA 
CE3 M Employee 2 25-30 Bachelor  Chinese  Face-to-Face 2011 30 
CE4 M Department Manager 6 30-35 Master  Not Specified Face-to-Face 2011 40 
CF1 F General Manager 8 30-35 Bachelor  Chinese  Phone 2014 80 
CF2 M Project manager 7 30-35 Master  Australian  Phone 2014 45 
Notes: CA =Company A, CB=Company B, CC=Company C, CD=Company D, CE=Company E, CF=Company F  
‘Not specified’ means that employees were not asked about their nationality nor did they discuss their nationality.  
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3.4.1 Development of semi-structured interview questions 
Each semi-structured interview involved the participant responding to a list of eight 
questions and topics that need to be covered during the interview (Refer to Appendix 
A). The questions covered: general information of the participating firm and its 
overseas operations and expansion strategy; organisational HRM information 
(including the current HR practices in their subsidiary); and the factors affecting the 
subsidiary’s HRM policies and practices. 
A number of open-ended questions, which derived from the conceptual framework 
and literature that needed to be covered in each interview in order to answer the 
research questions were initially identified. Open-ended questions are a set of 
questions that allow the participants to elaborate and answer in their own words rather 
than circumscribing them to predetermined answers (Morse, 2015). The researcher 
followed the eight questions, but the direction of the interview was largely 
determined by the answers of the interviewees; the researcher was able to ask some 
follow-up questions based on the answers of the participants.  
When formulating the interview questions, De Vaus’s (2013) checklist was followed. 
Firstly, the questions and the language used to form the interview questions were 
designed to be simple; however, further explanations were provided when required 
by the interviewees. Secondly, sensitive questions were avoided or framed in a 
careful manner: for example, avoiding personal judgments and bias regarding the 
interviewees’ personal choices of unpaid overtime work. Thirdly, the questions were 
designed to be brief and easily understood. Lastly, the questions were designed in 
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English but were translated into Chinese, since most of the participants were Chinese 
and answered in Chinese.  
There were no foreseeable risks to interviewees: no individuals or organisations were 
identified in the final analysis and any subsequent publications. All written and 
recorded information were saved in a password-protected computer. All written and 
recorded information is to be destroyed 6 years after final publication as in line with 
the University’s human research ethics procedures discussed next. 
3.4.2 Human research ethics procedures 
Confidentiality was upheld in order to minimize any concerns about participation in 
the present study, in accordance with Deakin University Human Ethics Procedures. 
The study obtained ethics approval from the Human Research Ethics Committee at 
Deakin University in December 2010 (Refer to Appendix B).  
Participants received a plain language statement and consent form with a clear and 
succinct description of the project and the nature of their participation. Participants 
were told that their privacy and confidentiality would be strictly protected and that 
they had the rights to withdraw at any time. After ethics approval was received, the 
time and location were mutually agreed upon for each interview. Prior to interviews, 
plain language statement and consent form (Refer to Appendix C and D) and semi-
structured interview questions (Refer to Appendix A) were provided to participants 
and permission sought for audio-recordings of the interviews undertaken via face-to-
face contact or phone. In the case of email, the plain language statement was sent 
first, followed up with the interview questions, once the participants agreed to answer 
the questions. For face-to-face interviews, the interviewees were given the interview 
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questions ahead of meeting time, so they could prepare and provide the researcher 
with much accurate and sufficient information. There were no issues reported during 
the two time periods (October 2010 to March 2011, June to September 2014) during 
which the researcher conducted a total of 25 interviews. 
3.5 Data analysis techniques 
According to Grbich (2012), data analysis is a process through which data collected 
is compiled, organised and assessed, in order to generate meaningful information that 
can be used to address the research questions. It can also be described as the process 
through which researchers look for meaning in data and systematically arrange 
information in search for new ideas (Grbich, 2012). The initial read-through approach 
of the interviewee transcripts identified themes and patterns in the research data, 
which led to the development of coding categories. These coding categories were 
initially quite broad, thus pre-set codes are primarily derived from literature as well 
as from the conceptual framework developed in Chapter 2 (see Section 2.5.3).  
3.5.1 Computer-assisted qualitative data analysis  
Computer-assisted, qualitative data analysis software Nvivo was used to create, 
apply, and refine categories, trace linkages between concepts, and make comparisons 
between cases and events (Bazeley and Jackson, 2013). In qualitative data analysis, 
Bringer, Johnston and Brackenridge (2006) states that coding is not a one-time-only 
or one-code-only procedure. Thus, the researcher modified codes and theme through 
the transcripts, and these modifications of codes was achieved effectively by using 
computer software NVivo 10. However, using NVivo 10 does not replace the need 
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for the researcher to analyse and interpret the research data. Rather, it is essentially a 
method for organising and storing data, which makes the coding process less daunting 
(Bringer et al., 2006). Using the NVivo program also provided a framework for 
sorting and searching the coded categories, and made the data easily accessible. 
Computer-assisted program analysis allows researchers to be inductive and holistic 
in their coding. 
The researcher is responsible for developing the coding system and critically 
analysing and interpreting the interview materials. Codes were revised as data 
analysis proceeded, assigning multiple codes to text segments, and linking memos to 
text segments.  
Coding is the initial step toward an evocative analysis and interpretation of research. 
Coding is an important part of qualitative data analysis, and is the process of grouping 
interviewees' responses into categories that bring together the similar ideas, concepts, 
or themes that have been discovered (Richards and Morse, 2007). Coding is not just 
labels, it is linking: “It leads you from the data to the idea, and from the idea to all 
the data pertaining to that idea” (Richards and Morse, 2007: 137). Coding can be 
done in any number of ways, but it usually involves assigning a word, phrase, number 
or symbol to each coding category.  
Creating codes 
The process of creating codes takes two forms: pre-set, and emergent codes (open 
codes) (Richards and Morse, 2007). Richards and Morse (2007) recommend a hybrid 
and comprehensive coding structure using both these methods, which can promote 




A common way to approach qualitative data analysis is the construction of pre-set 
codes. Sometimes these codes have already been decided when designing the study 
or if the data collection is structured around these predefined codes. The initial pre-
set codes derive from the conceptual framework built in the literature review and the 
list of research questions. Richards and Morse (2007) recommend not creating too 
many codes, because the person coding can become overwhelmed or make mistakes 
in the process. Pre-set codes were identified as: home country effect, host country 
effect, and subsidiary specific factorsthat derived from conceptual framework (See 
Section 2.5.3). Under each of these primary codes, secondary pre-set codes were 
identified: government regulations and policies, national culture, labourlabour 
market conditions, overseas experiences, ownership, and flow of resources.  
Emergent codes (Open codes) 
While it is good to begin data collection and coding with pre-set codes, another set 
of codes will emerge from reading and analyzing the data (Richards and Morse, 2007). 
These ‘emergent codes’ are those ideas, concepts, actions, relationships and 
meanings that arise from the data, and are different from the pre-set codes (Richards 
and Morse, 2007). For instance, different HRM approaches taken by the subsidiaries 
of Chinese MNCs as a result of the influence of local regulations in the host country 
related to, for example, occupational health and safety, would constitute open codes. 
Open codes may also represent terms or expressions not included in the conceptual 
framework that appeared in interviewees’ responses. These open codes are further 




It is important to note that as data are coded, the coding scheme will be refined. More 
emergent codes derived from interview transcripts might be added, expanded and 
revised during the analysis stage. As part of the process of coding, it is important to 
jot down notes of the researcher’s ideas that emerge. These ideas are important and 
vital to the analytic process. These notes may suggest new interpretations, as well as 
connections with other data (Richards and Morse, 2007). Through coding, the 
analysis of qualitative data involves the selection of quotes to support the presentation 
of the findings. Quotes are used extensively in the next chapter to support the themes 
and arguments derived from the structured and inductive data analysis.  
3.6 Reliability and validity of the study 
In the course of conducting qualitative research, Patton (2002) states that validity and 
reliability are two factors any researcher should be concerned about when designing 
a study, analysing results, and judging the quality of the study. Yin (2015) also states 
that the validity and reliability of case study research is a key issue for both research 
practitioners and academics. Different qualitative techniques and advice have been 
suggested in the literature by various researchers (e.g. Creswell, 2013; 
Csikszentmihalyi and Larson, 2014; Yin, 2015), with regard to achieving validity and 
reliability in case study research. In this study, various techniques were used to 
enhance validity and reliability. These strategies included: choice of an appropriate 
paradigm and approaches; use of multiple information sources including transcripts 
and interview notes; and cross-checking and cross verification of codes and 
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transcripts by the researcher and supervisor, which are further illustrated in the next 
chapter.  
Validity in qualitative research means ‘appropriateness’ of the tools, processes, and 
data (Yin, 2015). That is: the research question is valid for the desired outcome, the 
choice of methodology is appropriate for answering the research questions, the design 
is valid for the methodology, the sampling and data analysis are appropriate, and the 
results and conclusions are valid for the sample and context. The interpretivist case 
study approach was justified earlier, as the most appropriate research design for the 
present study because it allows the study to obtain an in-depth interpretation of the 
impacts of COO and host country effects and subsidiary specific factors, on HRM 
practices among Chinese MNCs operating in Australia. 
The validity of a case study is enhanced by using multiple sources and techniques for 
gathering information (Csikszentmihalyi and Larson, 2014). Multiple sources were 
adopted: interview notes, public figures and information (e.g. public records of the 
Chinese investment in Australia), interview records, and interview transcripts; which 
were all used to increase validity. For example, the public figures of Chinese overseas 
direct investments justified the sample case company’s selection. In addition, public 
information of government policies and guidelines provided evidence of COO effect 
on HRM practices among Chinese MNCs operating in Australia. In this study, first 
round interviews and second round interviews, and interview notes at the end of 
interview as interesting comments made during and after the formal interview, 
allowed the supply of sufficient citations and provided multiple sources of 
information. The above-mentioned multiple sources increased the validity of this 
study data.  
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In qualitative research, reliability refers to the replicability of the processes and the 
results (Yin, 2015; Csikszentmihalyi and Larson, 2014). Joppe (2000:1) defines 
reliability as “the extent to which the research findings are consistent over time and 
an accurate representation of the total population under study; and the results of a 
study can be reproduced under a similar methodology”. Cross-checking is one means 
of assessing reliability in a case study (Csikszentmihalyi and Larson, 2014), which 
was used in this study to improve the reliability. The researcher first derived themes 
and codes from the extant literature, and further developed emergent codes through 
analysing the interviewees’ transcripts. Then, the researcher’s supervisors and one 
experienced academic staff were asked to read all transcripts and double-check the 
reliability of themes and codes derived, in order to avoid bias.  
3.7 Chapter summary 
This chapter has justified the research paradigm, data collection methods and data 
analysis used to address the research questions in this study. It was argued that an 
interpretivist paradigm utilising a case study approach was most suitable to address 
the objectives of this study and answer the research questions. This chapter also 
discussed the unit of analysis, sample selection, the development of semi-structured 
interview questions, and ethical procedures. The next chapter presents the findings 
from the analyses of the data collected.   
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CHAPTER 4   DATA ANALYSIS 
 
4.0 Introduction 
This chapter analyses data collected from 25 interviews across six Chinese companies 
currently operating in Australia. This analysis addresses the three research questions 
developed in Chapter 2 (Section 2.5.4). The key research question in this study 
concerns the identification of influences from COO effects, host country effects, and 
subsidiary specific factors on the HRM practices of Chinese MNCs operating in 
Australia. The key objective of this chapter is to analyse the data so as to examine the 
effects of both home and host country institutional factors, and the effect of internal 
subsidiaries’ characteristics on the HRM practices of Chinese MNCs operating in 
Australia. 
The data analysis in this chapter is based on the conceptual framework (see Figure 2), 
and nodes and themes that were created according to the justification made in Chapter 
3 (see Section 3.5.1). Therefore, the chapter firstly provides an overview of the major 
themes and open nodes. Secondly, data analyses on the major themes, which include 
the COO effect, host country effect, and subsidiary specific factors in the Chinese 
MNCs operating in Australia, are presented (see Sections 4.2, 4.3 and 4.4, 
respectively). The chapter concludes in Section 4.5. 
4.1 Overview of pre-set nodes and open nodes  
As discussed earlier in Chapter 2, the COO effect, the host country effect, and 
 
124 
subsidiary specific factors all influence MNCs’ overseas operations, including their 
international HRM practices. Key factors derived from the conceptual framework 
were found to be influential in Chinese MNCs’ adoption of HRM; and these are the 
pre-set nodes illustrated next.  
As a result of grouping and re-grouping exercises in NVIVO, three pre-set nodes, as 
the main themes of COO effect, host country effect, and subsidiary specific factors, 
and open nodes, were identified via analysis of the interviewee transcriptions. A total 
of 514 nodes were developed in the process of analysing data from the interviewees. 
The theme related to ‘Home country effect’ had a total of 219 nodes, which is 42.60 
per cent of the total nodes extracted from the NVIVO analysis. The nodes for the 
‘Home country effect’ theme are further grouped into three sub-themes, ‘Government 
regulations and polices’, ‘Home country culture’, and ‘Labour market conditions’, 
corresponding to the conceptual framework. The second main theme of ‘Host country 
effect’ had a total of 198 nodes, which is 38.52 per cent of the total nodes extracted 
from the NVIVO analysis. The nodes for ‘Host country effect’ theme were further 
grouped into three sub-themes, ‘Government regulations and polices’, ‘Host country 
culture’, and ‘Labour market conditions’. In addition, each sub-theme of influential 
factors on HRM adoption has further been grouped into open nodes extracted from 
interviewee transcriptions. The third main theme, ‘Subsidiary specific factors’, had a 
total of 97 nodes, which is 18.67 per cent of the total nodes. The nodes for ‘Subsidiary 
specific factors’ were grouped into four sub-themes, ‘History of subsidiary’, 
‘Subsidiary autonomy’, ‘Flow of resources’, and ‘Ownership’.  
These three major themes and sub themes are related to the research questions that 
intend to explore influence of COO effect, host country effect, and subsidiary specific 
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factors on HRM practices of Chinese firms operating in Australia. These themes and 
subthemes are presented in Table 6 and analysed in detail in the following sections.  
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123 23.93% 19 
Going global policy; Guideline; 
Overseas investment security checks 
Home country culture 
85 16.53% 17 
Power distance; Collectivism; 
Cultural recognition/identity 
Labour market 
conditions 11 2.14% 3 
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Host country 
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121 23.54% 17 
Labour laws; Equal employment; 
Occupational health and safety; 
Culture 51 9.92% 11 
Power distance; Individualism 
Labour market 
conditions 
24 4.67% 5 
Wage rates; Labour diversity; 




97 18.87% 21 
History of subsidiary 
31 6.00% 9 
Length of operation, overseas 
experience 
Flow of resources 11 2.14% 7 
HQ’s control, relationship, financial 
resources, knowledge and experts 
Ownership 55 9.34% 13 
SOE, POE 
 
Initial Number of Nodes Extracted = 514 (No. =25 interviewees) 
* NO. = Number
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4.2 Home country effect 
The home country effect was the most frequently mentioned factor by interviewees, 
who believed that this factor affected the choice of their company’s subsidiary HRM 
practices. Each of the sub-themes is now analysed.  
4.2.1 Home country government regulations and policies 
The influence of government policies and regulations on the HRM practices of 
Chinese MNCs was identified by many interviewees. The interviewees in this study 
provided various perspectives on how COO (home country) had affected the 
operation of their Australian subsidiaries. Based on the interviewees’ responses, it 
was found that key ‘home country (China) government regulations and policies’ 
include: a going global policy, the guideline, and overseas investment security 
checks. These policies and regulations are discussed below. 
Going global policy 
Based on interviewees’ perceptions, it was evident that going global policies 
influenced Chinese MNCs overseas operations. In fact, seven interviewees argued 
that the going global policy encouraged or supported their companies to exploit 
opportunities for expanding into international markets. Two quotes from 
interviewees from state-owned enterprises (SOEs) illustrate this point: 
“As a state-owned company, we have to follow the national 
‘Going-global policy’ to grow and expand our business. Our 
government has provided us with assistance and support in developing 
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the overseas market. For example, before establishing a subsidiary in 
Melbourne, we had joint cooperation projects in Perth. In order to 
successfully join and manage the cooperation projects, the officers from 
China’s Ministry of Commerce and the Promotion of International 
Trade joined our consultant team. By entering to the Australian market, 
we can expand our international reputation and especially our influence 
in Australia. In fact, we have achieved our goal and now our 
international reputation has been enhanced greatly” (Interviewee CB1, 
2010).  
“Our company is the leading organisation in our industry. We 
relied on our domain's market, developed with the state's support, and 
followed the going global policy. We have entered into the development 
stage of growing our global market for our products and services. Our 
state's going global policy significantly effects on our company and also 
other companies that entered and would be willing to enter to the global 
market” (Interviewee CA2, 2010). 
In the present study, it is clear that Chinese companies are redirecting their 
investments overseas in order to follow and meet their home government’s “going 
global policy” guidelines. It was particularly evident that SOEs of Chinese MNCs 
felt obligated to pursue the ‘going global policy’ as the Chinese government funds 
them. Subsequently, management practices of these state-owned Chinese MNCs 





The guidelines of the “Management of Employees of Overseas Chinese-funded 
Enterprises” (released by the Ministry of Commerce, the Ministry of Foreign Affairs, 
and the All-China Federation of Industry and Commerce since 14 March, 2011) 
have influenced Chinese MNCs’ overseas labour practices. Six out of 25 
interviewees acknowledged that these guidelines had shaped and influenced their 
overseas operations in regard to the management of employees. For example, as two 
interviewees elaborated: 
“As a state-owned enterprise, every business activity in 
Melbourne has been monitored by our headquarters. In particular, some 
significant trade and operation would need to report to our 
headquarters and relevant government institution. For instance, the 
Ministry of Commerce gives us documents and guidelines in relations 
to our overseas operation, (we need to) report labour disputes regularly 
to the Chinese embassy of the project country” (Interviewee CB2, 2010).  
“Before my Australia assignment, our Ministry of Commerce 
provided me with training on how to deal with local labour practices, 
and detailed guidelines in regard to the management of employees 
overseas. Such as wages should be neither lower than the local 
minimum wages nor the common industry standards and benefit 
provisions should be according to the local customs and business 
practices” (Interviewee CD1, 2014).  
The guidelines for the “Management of Employees of Overseas Chinese-funded 
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Enterprises” recognize that Chinese companies should study and strictly abide by 
the labour laws of China and the project country. Hence, based on interviewees’ 
perceptions, it is clear that relevant Chinese government institutions (such as NDRC 
and MOFCOM) play a key role in labour management of Chinese MNCs overseas.  
Overseas investment security checks 
The influence of the State Council in the administration and governance of Chinese 
MNCs is pervasive. At least seven interviewees acknowledged that their large 
investments required prior approval of the National Development and Reform 
Commission (NDRC) or Ministry of Commerce (MOFCOM) (i.e. NDRC draws up 
the macro-economic plans while MOFCOM is responsible for the administration of 
foreign investments and trade arrangements with foreign countries). As Chinese 
MNCs are regulated by the State Assets Supervision and Administration 
Commission (SASAC), their overseas subsidiaries require approval and supervision. 
Hence, it is clear that there should be two-way communication (frequently reporting 
and delegating orders) and control mechanisms between HQs and subsidiaries. In 
the present study, seven interviewees acknowledged that overseas investment 
security checks showed the parent control (i.e. HQ’s control) over their subsidiaries. 
Two quotes illustrate this point:  
“Without our country’s rules of law and financial policy support, 
we cannot develop and grow so fast. And as a large-scale enterprise, all 
the major decisions and projects have been reported to the parent 
company and need to consult and discuss with (relevant) state 
institutions, for example, fund management institution” (Interviewee 
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CA4, 2010).  
“Centralization and bureaucracy are the main characteristics of 
our companies. For Chinese companies, especially a state-owned 
company like us, (they) are under (our) nations and head office’s strong 
control and supervision. Our Melbourne's subsidiary is strongly 
controlled by the Head office. For example, we need to report to head 
office and attend meetings in head office regularly. And most of the 
projects and businesses events can only be carried out after parent 
company’s approval” (Interviewee CA2, 2010). 
It is also found that SOEs were particularly subject to compliance with the 
government guidelines, as indicated by the interviewees below: 
“As a state-owned enterprise, every business activity in 
Melbourne has been monitored by our headquarters. In particular, some 
significant trade and operation would need to report to our 
headquarters and relevant government institution. For instance, the 
Ministry of Commerce gives us documents and guidelines in relations 
to our overseas operation” (Interviewee CB2, 2010).  
“As we (SOE) operate overseas, we should follow more rules than 
those companies operating in the domestic setting…… Our home 
country's institutional regulations and policy have many constraints, 
like state institutions have strong control and monitoring on how we use 
the fund and guide us on how to serve our target customers. The head 
office controls the flow of the capital, and takes responsibility for our 
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operating risks” (Interviewee CC2, 2011). 
Based on interviewees’ perceptions, Chinese MNCs appear to be strongly regulated 
by their home country’s state institutions, and show strong managerial control from 
their parent company. Apart from the influence of the home country’s government 
regulations and policies, Chinese MNCs’ overseas operations were also affected by 
their home country culture. The home country culture effect is analysed next.  
4.2.2 Home country culture 
In the present study, Chinese culture was a major theme discussed throughout the 
interviews. As seen in Chapter 2 (Section 2.5.3), Hofestede (1983) identified four 
dimensions of culture: Power Distance, Uncertainty Avoidance, Individualism 
versus Collectivism, and Masculinity versus Femininity. In this study, the 
interviewees only mentioned two dimensions of Chinese culture (power distance 
and collectivism) as having effects on their managerial practices. The ‘culture’ 
theme was further grouped into sub-categories (third level nodes) derived from the 
interviewee transcriptions: power distance, collectivism, and cultural identity. The 
responses provided by the interviewees identified these aspects of Chinese culture 
and how they affected their subsidiaries in Australia.  
Power distance 
The responses provided by the interviewees demonstrate that Chinese 
managers/leaders communicated less with subordinates. In the present study, 5 of 
the 6 MNCs assigned expatriates to subsidiaries in Australia. These Chinese 
expatriate managers from a high power-distance country tended to embed 
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bureaucracy in managing their employees in Australia. Three quotes demonstrate 
how the leaders/managers of Chinese MNCs tended to frequently use bureaucratic 
communications and centralized managerial control over their subsidiaries: 
“Our managerial staff mostly came from China, so our company 
must be embedded with some Chinese (cultural) characteristics. For 
example, in the workplace, leaders may not encourage individuality. In 
addition, the (power) distance between leaders and subordinates may be 
relatively stronger and the way of their managerial styles hardly to create 
harmonious communications between leaders and subordinates.” 
(Interviewee CB3, 2010). 
“The effect of the home country's national culture is very obvious, 
because most of the employees are Chinese and our subsidiary is directly 
controlled by our HQs. The Chinese way of supervision is very clear in our 
organisation with (strong power) distance between manager and 
employees. Normally our manager lacks communication with us, he 
delegates his orders to us through his personal assistant” (Interviewee 
CD2, 2014).  
“Our country or head office has a strong internal control upon our 
branch, not like the United States or other nation's companies in Australia, 
employees of U.S. companies that I have known relatively well have more 
flexibility and friendly working environment than us. They have less 
reporting and can make some personnel decisions. But in our bank, the 
ways (of operation) are totally different. We are not that kind of flexible, 
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we cannot decide our working shifts, everything in our bank (appears) 
conservative” (Interviewee CC4, 2011). 
Based on the interviewees’ perceptions, there appears to be a strong centralized 
power imbalance between HQs and subsidiaries. A bureaucratic way of 
communicating between managers and employees in the Chinese MNCs is also 
evident. In addition, decision-making processes about working hours and shifts take 
more of a top-down approach, signifying the characteristics of high power distance 
between superiors and subordinates. 
Collectivism 
The interviewees raised the ‘Collectivist’ issues relating to the influence of the home 
country’s national culture on their companies’ business operations. It is plausible to 
argue that national culture exercises normative pressures by influencing people’s 
views towards appropriation of certain HRM practices (DiMaggio and Powell 1983). 
Examples of how collectivism has influenced the HRM practices in Australian 
subsidiaries of Chinese MNCs are illustrated in the following two quotes from the 
interviewees:  
“Culture largely influences our company’s recruitment and selection 
process. Specifically, the company prioritizes recruiting and selecting 
employees with the same or similar cultural background, sharing the same 
values of collectivism is important. Because our managers hold the view 
that, with similar collectivist cultural values, teamwork can be much more 
efficient” (Interviewee CA1, 2010). 
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“Because our managers are mainly expatriates from our HQs, 
their thinking and managerial styles are affected by our Chinese culture, 
and they follow China's political, legal and regulatory requirements. In 
regard to the decision-making process, it might be centralized, and any 
decision-making should be discussed with our HQs. Our festival 
rewards and remuneration (here in Australia) normally are the same 
regardless of (employees’ status and their) positions. It is (also) the 
same as (those offered) in our HQs. This may be because our managers 
have strong Chinese collectivism values……” (Interviewee CB4, 2010). 
Furthermore, an interviewee (CE1) argued that national culture had affected 
managerial philosophy in Australian subsidiaries. This interviewee further argued 
that, as a result of national culture, managerial philosophy tended to accentuate 
retaining employees by encouraging loyalty. These findings in the present study, 
concerning the influence of Chinese collectivism on recruitment and selection, are 
consistent with the existing literature (e.g. Budhwar and Khatri, 2001; Mayes et al., 
2016), arguing that organisational selection criteria in Asian culture generally 
focuses on relationship-based and interpersonal skills. These similarities will be 
further discussed in Chapter 5.  
Cultural identity 
Cultural identity is part of a person's self-conception and self-perception, and is 
related to nationality, ethnicity, religion, social class, generation, locality, or any 
kind of social grouping that has its own distinct culture (Dervin, 2012). Based on 
the responses provided by the interviewees, the findings of the present study reveal 
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a strong cultural identity exhibited in Chinese MNCs. In particular, Chinese 
managers were found to prefer selecting staff that had the feeling of belonging to 
Chinese culture. Three interviewees explained a strong cultural identity exhibited in 
Chinese MNCs as below,  
“As I said before, we need to carefully select and recruit the right 
staff fit with the need of diversity of workforce and who can match our 
culture. Most of our staff are local employees with Chinese background or 
Asians, but some others are local employees without Chinese 
background …… “(Interviewee CB2, 2010). 
“I think the most important difference is that they are not recruiting 
locals for senior level positions. The key positions are mainly expatriates 
from the HQs for direct control. In my opinion, our HQs take the cultural 
identity into account while selecting employees, because we think locally 
recruited Australian employees cannot be trained to have cultural 
recognition as strong as Chinese expatriates. They normally argue with 
senior managers when they hold different views. But, for our senior level 
managers, they prefer employees to take their tasks without any questions. 
So local staff cannot achieve or (would find it) hard to achieve a high-level 
position” (Interviewee CC2, 2011).  
“Our strategic decision is strongly compliant with our cultural 
identity, not only at country level but also within our entire organisation's 
culture. Our selection standards are to choose the right person with similar 
cultural background, not the best person” (Interviewee CE3, 2011). 
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With reference to the data collected, it is evident that 17 interviewees involved in 
this study affirmed that home country culture affected the way HRM functions in 
their subsidiaries. These findings reflect the sentiments of Dowling et al. (2008), 
who suggest that cross-cultural management is imperative for MNCs, since the 
cultural background of employees and the cultural environment of a company play 
a significant role in developing and implementing HRM practices and policies.  
4.2.3 Labour market conditions 
It was found that Chinese labour market conditions have an influence on the HRM 
practices of Chinese MNCs overseas. For example, the data from this study provided 
evidence of the influence of talent pools on MNC’s training and recruitment. Two 
interviewees illustrated this point: 
“In our home country, the wage standard is lower than Australia. In 
China, we recruit the most experienced and qualified staff, and each year 
we recruit newly graduated staff to maintain and cultivate our inner talent 
pool. However, in Australia, as wages increase, sometimes we need to save 
costs by providing less training and controlling recruitment needs” 
(Interviewee CA5, 2010). 
“For our business to grow, we need to recruit talented applicants 
and promote our most capable employees to positions. Back to our home 
country, we have a large talent pool, much more applicants can fill the 
positions, but in Australia, there are less suitable applicants (who) can fill 
our job descriptions. Because skill and qualifications are not the only two 
considerations, we also need to consider which ones embrace our 
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company culture and share our professional values” (Interviewee CB1, 
2011). 
Two additional interviewees (CB2 and CD1) pointed out that the overall pay 
standards of Chinese MNCs were lower than in other companies operating in 
Australia. Based on these perceptions, it can be seen that understanding the labour 
market conditions in the home country as well as in the host country can help MNCs 
better manage their hiring and promotion. 
4.2.4 Summary of country of origin effect on HRM practices 
Overall, it is concluded from the discussion above that the findings in the present 
study show a particularly strong effect, of home country government regulation and 
policy, cultural factors, and labour market conditions, to have influenced the choices 
of HRM practices among Chinese MNCs operating in Australia.  
In the next section, host country effects are analysed. 
4.3 Host country effect 
Twenty-three interviewees acknowledged that Chinese MNCs operating in Australia 
are influenced by the host country effect. The specific aspects of the host country 
effect are derived from the conceptual framework, which are government 
regulations and policies, host country culture, and labour market conditions; but 
these have varying influences on the HRM practices of Chinese firms. 
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4.3.1 Host country government regulations and policies  
It was found that the majority of respondents (17 of 25 interviewees) in the present 
study believed that MNCs operating in Australia were subject to local labour laws 
and requirements, which laws and requirements in turn had direct influence on 
managing their human resources in subsidiaries. Based on the perceptions of these 
17 interviewees, Australian government regulations and policies have had influence 
upon Chinese MNCs’ recruitment and selection, salary packages, and holidays and 
leave. Host country government regulations and policies were further divided into 
several sub-categories, listed in Table 6 as open nodes. These sub-categories are: 
working visa requirements; equal employment opportunity; occupational health and 
safety; and recruitment requirements; which are further analysed.  
Visa requirements for expatriates 
It is clear from the interviews that Chinese MNCs needed to follow the Australian 
working visa requirements for expatriates sent from their HQs. The interviewees’ 
responses focused on the need for expatriates to meet the Australian working visa 
requirements of minimum pay standards and skill assessments. Two examples of 
how visa requirements influenced the expatriate management practices of Chinese 
MNCs are given below: 
“Our company needs to consider legal requirements while 
sending expatriates who are mainly managerial staff. For instance, our 
pay standards and language ability of expatriates need to meet the 
Australian working visa requirements, the Australian government has 
set strict requirements for issuing our expatriates’ working visas, (if 
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they are) with high pay and compensations” (Interviewee CA1, 2011).  
“Our company sent four expatriates to our Melbourne office; we 
must pay minimum standards of salary package to comply with the 
immigration requirements. Moreover, our expatriates need to pass the 
English test to get the visa to work at our subsidiaries. Otherwise, we 
have to pay a very high-level salary package to waive the language 
requirements.” (Interviewee CC3, 2011). 
It can be seen that meeting the visa requirements, which specify pay standards and 
skills assessment, would be the main host country factor affecting the selection and 
sending of qualified expatriates from the HQs of Chinese firms. The implications of 
this finding are further discussed in Chapter 5. 
Labour laws 
Interviewees from six Chinese companies acknowledged the importance of 
Australian labour laws and related labour requirements that had influence on the 
choices of HRM policies and practices in their subsidiaries. For example, an 
interviewee from Company D confirmed that local labour laws had guided the 
effective functioning of labour practices. Further influences of Australian labour 
laws on Chinese MNCs’ labour practices are illustrated by the following three 
interviewees: 
“Our company’s HRM practices have to adhere to the local 
labour laws, particularly in relation to employees’ working time and 
compensations. These regulations are quite different from those in 
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China (Interviewee, CC4, 2011). 
“As subsidiaries in Australia we must follow the local system, 
compliance with local labour regulations, in terms of the annual leave, 
salary and other aspects of the HRM practices” (Interviewee CD3, 
2014). 
“Australia local regulations and standards are quite different 
to our home country, so if there is any conflict, our HQs would ask us 
to follow the local requirements. In some cases, they have to change 
their HR practice in order to comply with local laws and political 
economy, for example, wage standards must comply with the local 
labour market” (Interviewee CD4, 2014).  
In contrast to the above quotes, an expatriate from the HQ located in China said as 
follows: 
“Some of our HRM practices have to adhere to local labour laws, 
particularly in relation to our employees’ wage standards and 
compensation. If there is any conflict between China and Australia 
(labour laws), our HQs would ask us to follow the local requirements 
(host country requirements), but for myself, I didn’t see any differences 
of effects on my salary package as compared with what I got in the 
HQ.” (Interviewee CD1, 2014).  
On the surface, it appears that Chinese MNCs studied here had followed the rules 
and regulations in Australia. However, in reality, several interviewees indicated that 
 
142 
‘they could find ways to “meet” both home and host country legal regulations’ 
without actual compliance. For instance, two interviewees indicated subtlety in the 
way expatriates from Chinese MNCs dealt with legal compliance:  
“If there is any conflict occurred, the subsidiary certainly must 
comply with local laws and regulations. Take wage as a simple example, 
our company has to pay the minimum wages for our Chinese expatriate 
staff based on the Australia 457 visa standards. However, their wages 
appear to be meeting the legal requirements in book; in practice, some 
costs, such as flights and accommodation to attend training, meetings 
or annual conferences at China’s HQs were deducted from expatriates’ 
salaries. This dramatically reduces their actual income.” (Interviewee 
CB1, 2010).  
“The minimum pay standard is relatively high in Australia, but as 
regulated by the Australia labour laws and requirements, we only can 
assign 10 percent of the total employees at the subsidiary as expatriates 
sent from HQs, and the other 90 percent of the employees need to recruit 
from the local labour market. However, we recruit the local employees 
largely with Chinese background. Thus, despite the Australian legal 
requirement, our employees were more willing to work voluntarily over 
time and even on holidays or weekends without asking for extra double 
pay” (Interviewee CD1, 2011).  
It is found that the Chinese MNCs in the current study attempted to pay employees 
with Chinese backgrounds less than what should be offered indiscriminately to all 
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employees regardless of cultural backgrounds under the Australian award system. 
This incident is an example of the COO effect on pay practices of Chinese 
companies. Because China has a less established institutional environment, poorly 
enforced laws and regulations which facilitate the prevalent use of guanxi (i.e. 
personal connection) by businesses and/or companies, this often leads to violation 
of rules as well as taking advantage of  loopholes in the system (Qin, 2011; Xiao, 
2016).  
These findings indicate that Chinese companies operating in Australia may have to 
provide more public holidays, and set higher salaries and wage standards for 
employees in Australia than for employees in China. However, operationally, there 
appear to be different ways taken by Chinese firms to meet the compliant needs, so 
as to fit with their HRM targets. Such different embedded goals of HRM policies 
and practices adopted by Chinese firms at home and in the host country will be 
further discussed in Chapter 5. 
Recruitment requirements 
The findings of this study demonstrate that Australian recruitment requirements 
affected the HRM practices of Chinese MNCs’ subsidiaries in Australia. Based on 
the perceptions of interviewees, it was clear that job descriptions for recruiting 
needed to avoid sensitive and discriminative words, which were not issues in China. 
For example, in China, job descriptions can state the required gender and marital 





“I have been involved in the recruitment panel in Australia for 
several times. I was trained to avoid questions like “How many children 
do you have?”, which is a very common question in China, we usually 
ask the personal life of the applicant about the marriage status, and 
how many children they have or if they were married, or when they plan 
to get married. In our country, we want to select the person with less 
distraction and who can devote himself/herself to the job. But in 
Australia, these are against the labour laws” (Interviewee CD3, 2014). 
“Australia’s recruitment requirements were sometimes 
hypocritical. We need to recruit experienced staff and with Chinese 
background. But, we cannot write these details in our job advertisement, 
and the job hunter (recruitment agency) revised our job descriptions 
instead of focusing on the requirements of the job. In fact, I think the 
outcomes were the same, we employed experienced staff with Chinese 
background to deal with our customers eventually” (Interviewee CF 1, 
2014).  
The above examples are another indicator of COO effect on recruitment and 
selection practices of Chinese firms operating in Australia. Due to less established 
laws and regulations with reference to privacy protection and anti-discrimination in 
the home country (China) compared with the host nation (Australia), Chinese 
expatriate managers working in Australia sensed  conflict in different values and 
expressed how these values impacted on their recruitment practices.  
As recruitment requirements in Australia are different to in China, this means that 
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Chinese MNCs need to be more careful in asking structured interview questions 
without probing personal privacy, and writing job descriptions and job 
advertisements that do not contain discriminative words and phrases in Australia 
compared to what may be used and ‘appropriate’ in China.   
Equal employment opportunity and occupational health and safety 
Australian equal employment opportunity (EEO) and occupational health and 
safety (OHS) laws influenced the way Chinese MNCs selected their employees and 
their operations. Specifically in Australia, all organisations have legal 
responsibilities regarding health and safety in the workplace and workers’ 
compensation arrangements (Mayhew, Quintan and Ferris, 1997; Neuhaus, Healy, 
Fjeldsoe, Lawler, Owen, Dunstan and Eakin, 2014). Therefore, an interviewee 
from Company D reported that the company provided occupational health and 
safety training to its employees, but that this did not happen the same way as in 
their HQs in China. Examples of the OHS training conducted by Chinese MNCs’ 
subsidiaries in Australia, including addressing the issue of workplace bully, are 
provided by two interviewees below: 
“I was recently trained for avoiding workplaces bullying and how 
to protect our personal rights. The training program lists a number of 
unpleasant words, how to communicate with others, to avoid some 
words and oppressive dialogue in the office” (Interviewee CD3, 2014). 
Note: Workplace bullying is defined as repeated unreasonable behaviour directed 
toward a worker, or group of workers, that creates a risk to health and safety, which 
is included as a part of OHS training (French, Boyle and Muurlink, 2015). 
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“In the recruiting process， our company has to comply with 
Australia local regulations that require to recruit local staff and to recruit 
employees from diverse cultural backgrounds. We cannot refuse the 
applicant because of their gender or race” (Interviewee CB4, 2011). 
The findings in the present study show that Chinese MNCs are required to provide 
an equal and safe working environment for all employees, based on Australian EEO 
and OHS regulations. Chinese companies also need to pay special attention to 
sensitive wording of job descriptions and job advertisements, and appropriate 
interview questions. These are legal obligations stipulated by the local Australian 
government, which are different to Chinese HRM practices in China. 
4.3.2 Host country culture 
It was found in the present study that the host country (Australia) culture influenced 
the communication styles between managers and employees and the working 
environment of the subsidiaries of Chinese MNCs. As discussed in Chapter 2 (see 
Section 2.5.3), Hofstede (1983) identified four culture dimensions. However, in the 
process of analysing the interview data, only two dimensions, power distance and 
individualism, were mentioned by the interviewees to explain the effect of 
Australian culture on the managerial practices of Chinese firms.  
Power distance 
The perceptions of interviewees showed that power distance between the superior 
and subordinates in Australia was perceived to be lower than that in China, and that 
this cultural dimension affected the way people communicated in the workplaces of 
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Chinese subsidiaries. Chinese society exhibits a high level of power distance 
compared to in Australia (Leung, Brew, Zhang and Zhang, 2010). Chinese managers 
tend to demand unquestionable respect and loyalty, and subordinates are less likely 
to challenge or express disagreement with their superiors. One interviewee 
illustrated this point: 
“Our local employees tried to give suggestions to our managers at 
our site office or at HQ’s, but our managerial staff were not easy to accept 
their advice, as our company's decision-makers mainly worked in HQs, 
and most of them lack understanding about Australia's culture, so the 
Chinese way of doing business significantly influences our subsidiary. 
Even local staff suggest that our subsidiary adopt the localisation of 
decision-making and build a communication channel between managers 
and employees. (But) our leaders are very conservative and this brings a 
negative effect to our Australian subsidiary”（Interviewee CE3, 2011）. 
In contrast, in Australia, offering greater input into decision-making by subordinates 
is a normal and accepted practice. Managers with an Australian background allow 
employees to offer advice and support. For instance, an interviewee (CD2) from 
Company D pointed out that, in their Melbourne subsidiary, the communication 
between him and his locally employed leaders is much friendlier than that between 
him and his Chinese leaders expatriated from China, as Australian leaders would 
welcome suggestions and advice from subordinates. This view resonated with the 




“Communications between the leaders and subordinates are 
friendly and equal in Australia, I can discuss issues related to my 
personal benefit with my supervisors and senior managers at coffee 
shops or having lunch together. However, in China, the communications 
between the leader and employees are more formal, mostly are at the 
leader’s office and meeting room. The subordinates tend to build 
greater sensitivity and cautiousness when communicating with their 
(Chinese) supervisors, which is not an issue for our Australian 
managers and employees” (Interviewee CD 3, 2014). 
Based on the interviewees’ perceptions, Chinese managers need to be aware of the 
different levels of power distance between Australia and China, so as to establish a 
relationship of trust and respect with their local Australian employees as well as 
with their management team from China. The implications of this finding will be 
further discussed in Chapter 5. 
Individualism 
In the present study, several interviewees perceived that Australian employees 
would pay more attention to their own individual rights than Chinese employees 
would. For example, one interviewee stated the differences between Chinese 
employees and Australian employees as follows: 
“There are some cultural differences between Australia and our 
country. For example, our Chinese employees have strong ties to the team, 
and will often not abandon the team in the midst of a project to pursue 
individual goals or their personal interests. Whereas Australian local 
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employees were more likely to take holiday leave or parental leave for 
looking after their children than Chinese staff were. Additionally, 
Australian people pay more attention to maintaining and protecting their 
own individual rights such as protecting their overtime pay and leave pay” 
(Interviewee CA1, 2011). 
In organisations, individualism has been linked to a preference for individual 
decision-making; in contrast, in societies with collective values, such as China, 
interpersonal relationships and group affiliation are the focus (Fang, 2014). The 
interest of the company as a collective entity comes first, before individual rights 
and interests. An interviewee illustrated this point by saying that:  
“In our organisation, Chinese staff think that responsibility is more 
important than persons themselves; they embrace the value of the 
company first and have much more responsibility in their jobs. So 
sometimes, they cannot understand each other’s value” (Interviewee CB3, 
2010). 
It is apparent from the quotation above that this interviewee felt 
that employees or expatriates from China might not understand those 
local employees with different backgrounds due to differences in societal 
values. 
Analysing the perceptions of interviewees in their views on the individualistic and 
collectivistic cultures, it was found that Australian employees would consider their 
individual rights above the organisation. In contrast, Chinese staff would consider 




4.3.3 Labour market conditions 
The perceptions of interviewees on how labour market conditions of the host 
country affected subsidiaries’ labour practices are illustrated in three areas: wages 
and pay; a diversified workforce; and union representation. For example, an 
interviewee (CD4) illustrated the influence of Australian wage systems on setting 
pay standards higher for employees in Australia than in China: 
“Most of our HR practices are the same as parent companies. The 
main differences are salary, welfare and wage system, especially the 
pay is higher in Australia compared with that in China” (Interviewee 
CD4, 2014).  
Another interviewee (CF1) revealed that the Australian labour market had a more 
diverse workforce and that this had influence on managing different types of 
employment (i.e. full-time, part-time, casual etc.), which were not common in China. 
The quote below illustrates this point: 
“The Australia labour forces were with multi-cultural 
backgrounds, and there are a number of types of employment including 
part-time, casual and full time employment, and the arrangement for 
each type of employment was different.” (Interviewee CF1, 2014).  
In addition, an interviewee (CF2) pointed out that union protection is also strong in 
Australia, and different to the role of unions in China:  
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“Construction workers, their unions have very strong power. For 
example, each worker must hold an appropriate certificate or permit, 
and they set up standard working conditions, workers cannot work 
under rain and hot weather conditions. In China, there are not such 
strict requirements; most of the projects can be completed very fast, 
compared with the (long) progress time in Australia” (Interviewee CF2, 
2014). 
The implications of different labour market conditions meant that Chinese MNCs 
would be required to carefully consider and conduct selections in order to meet local 
union requirements for certain job permits; and when dealing with trade unions, they 
need to meet the local union requirements and build open communications.  
To summarise, it is evident that the majority of the interviewees perceived that home 
and host country government regulations, policies, culture, and labour market 
conditions affected the way HRM functions in the subsidiaries of Chinese MNCs. 
The next section analyses subsidiaries’ characteristics and their influence on HRM 
practices.  
4.4 Subsidiary specific factors 
The conceptual framework (see Section 2.5.3) shows three organisational factors to 
be particularly important in affecting the choices of HRM practices in the 
subsidiaries of Chinese MNCs investigated: ‘History of subsidiary’, ‘Ownership’, 
and ‘Flow of resources’. 
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4.4.1 History of subsidiary (length of time operating overseas) 
It was found that the length of time that MNCs had been involved in international 
operations affected the choice of HRM practices. For example, two interviewees 
(CD3 and CE3) perceived that their companies would have adopted more HR 
practices than other Chinese MNCs because they had operated much longer in 
Australia. The quotes below illustrate this finding: 
“When establishing an overseas subsidiary, firstly we want to set 
up the office with right staff, and then consider the other issues. For 
instance, to provide a better, more equitable working environment 
would be a secondary issue. For example, the kitchen room and shower 
room had been added after a while since our opening. So, as I know, 
many Western companies here provide employee rights and benefits at 
the very early stage (of their businesses), but for Chinese companies, 
we start with basic functions focusing on the smooth running of business. 
But if employees express their needs, we might consider whether to take 
action or not. We have just newly started the training of fair work and 
occupational health and safety, I (myself) was recently trained for 
avoiding workplace bullying and how to protect our personal rights.” 
(Interviewee CD3, 2014). 
“Our company has newly entered into the Australian market. For 
the first year of our establishment, our HR functions were relatively 
limited and our subsidiary outsourced payroll and taxation work to local 
professionals. But, now with our development, our HR functions such as 
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training and development, staffing and pay are all managed internally.” 
(Interviewee CE3, 2011). 
These findings show that it is possible when Chinese companies have operated for 
a longer time in Australia, they may be more willing to listen to employee voice, 
and allow them to ‘express their needs’, addressing more issues such as workplace 
bullying and personal/human rights and negotiating with trade unions about other 
working conditions, such as rest breaks and workplace safety and employee 
wellbeing. However, at the first stage of business operations, HR functions are often 
limited to only essential practices such as recruiting and selecting the right 
employees and training and developing employees. 
In contrast, an interviewee (CA3) from Company A with a leading managerial role 
in their Australian business operation said differently: 
“Our organisation is one of the leading organisations in our 
industry and in our country, we want to get more talent and build our 
talent pool, hence, our HRM system and policies were quite 
comprehensive. Even in the early stage of setting up a business in 
Australia, our HQs still aimed to provide as much HR practices as in line 
with our HQs’ operation” (Interviewee CA3, 2010). 
Although the manager (CA3) of Company A understood that HQs in China might 
have a desire to standardize their company’s HRM practices by transferring as much 
of the HQs’ practices to the Australian subsidiary as possible, in reality, such efforts 
to transfer practices take time due to the fact that the company has to understand the 
Australian local environment first. Therefore, developing appropriate HRM policies 
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and practices for the company’s Australian subsidiary may be gradual so as to ensure 
they comply with Australian local laws and regulation and local employees’ needs. 
It is clear that the length of time of the operation of Chinese MNCs is one factor 
influencing on the nature and sophistication of HRM practices in subsidiaries. That 
the length of time of operation affects the choices in HRM practice means that 
Chinese MNCs may have an intention to gradually develop their HR practices and 
policies in line with the mainstream of Australian businesses as they extend their 
time of overseas operation.  
4.4.2 Flow of resources 
It was found in the present study that another subsidiary specific factor, the flow of 
resources, had influenced the HRM practices of subsidiaries of Chinese MNCs, 
especially with reference to managerial control. Based on the interviewees’ 
perceptions, it appears that the level of decision-making autonomy available to 
subsidiaries has an effect on subsidiary’s personnel decisions, including the hiring 
and firing of the subsidiary workforce, the setting of wage rates, and the conduct of 
training. Two interviewees illustrate this point: 
“Our Sydney office has much more freedom than other branch 
offices back in China. We have more holidays and more flexible working 
hours. We don’t need to report to the HQ for our daily cost or business 
activity. The only requirement from our HQs is to meet the sales target. 
If the target has been reached, we usually have more extra holidays and 
commissions (compensations).” (Interviewee CF2, 2014). 
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“While our company operates our subsidiary in accordance with 
the Australian local contexts, employees are relatively independent in our 
work-friendly environment. Our subsidiary can decide recruitment and 
selection, and also related salary packages. However, our company is a 
typical Chinese company with strict bureaucratic management styles and 
it reduces our working efficiency, most of the funding projects need to get 
approval from our HQs in China.” (Interviewee CD4, 2014). 
However, several interviewees stated that personnel decisions in subsidiaries 
operating in Australia were mostly decentralized to allow more autonomy for the 
subsidiaries to make their own decisions on hiring and firing, whereas financial 
decisions tended to be more centralized (less autonomy). One quote below reference 
this point: 
“Our subsidiary management style is much decentralised in terms 
of personnel matters, but the financial functions of this subsidiary are 
more or less influenced by the centralised and hierarchical management 
structure. For instance, we need to report our sales performance 
(financially) weekly, and most of our managerial team here were 
expatriates assigned by the HQ (in China), rather than recruited locally 
or internationally.” (Interviewee CA3, 2010). 
With reference to the practice of performance appraisal, it is found that quantitative 
data such as meeting the sales target and especially financial indicators were used 
more often than qualitative data such as employees’ attitude and behaviour. The 
success of expatriate performance is measured by weekly sales performance reports 
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sent to the HQ in China. 
In addition, the more resources flow from subsidiaries to the HQ, the stronger the 
influence from the host on the subsidiaries. For instance, Companies E and F were 
found to have strong flows of resources (such as specialised knowledge, and raw 
material) from their subsidiaries to their HQs. As a result, these two companies 
tended to create more localised HR practices:  
“The positioning role of our subsidiary is purely grounded in the 
purchase of raw materials, and carrying out Research and 
Development (R&D) (activities). Since the main role of our subsidiaries 
is to conduct R&D and purchase the raw organic plants, in order to 
retain our R&D experts, our HR practices are localised mainly to meet 
their requirements.” (Interviewee CE3, 2011).  
An analysis of interviewees’ responses also shows that the more financial resources 
flow from HQs to subsidiaries of Chinese firms, the stronger the influence from the 
parent (China) on the subsidiary’s HRM practices. As one interviewee elaborated:  
“As we have lots of capital flow (from the HQs), all of our 
transactions must follow the rules listed by both Australian and Chinese 
financial laws and regulations, and we are monitored by not only 
Australian but also Chinese institutions. So most of the senior-level 
managerial and financial staff were assigned by HQ’s, even our 
subsidiary needs to report (everything we do, including designing and 
developing our HR policies and practices) to the parent on a monthly 
basis.” (Interviewee CC2, 2011).  
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The influence of flows of resources within Chinese MNCs means that subsidiaries 
of these firms need to adjust HR practices to meet the demands from both home and 
host country requirements and firms’ specific characteristics. The flows of resources 
can be bi-directional; and the choice of standardisation versus localisation of HRM 
practices is largely dependent on the direction of the flow of resources. This aspect 
of the findings will be further discussed in more detail in Chapter 5. 
4.4.3 Ownership  
A justification for including four state-owned enterprises (SOEs) and two private-
owned enterprises (POEs) was provided in Chapter 3 (see Section 3.3). Comparing 
the unique features of Chinese SOEs and POEs in this study, it was found that the 
perceptions of interviewees on the effects of COO, host country, and internal 
subsidiaries’ characteristics, were different across the different organisations. These 
differences are two-fold: the degree of HQs’ control; and the choices of subsidies’ 
HR strategies.  
The degree of HQ’s control 
The study found that several interviewees from the Chinese MNCs recognized their 
HQs’ control over subsidiary operations in Australia. As one interviewee stated: 
“Our company management style is much more centralised, thus 
this subsidiary is more or less influenced by the centralised and 
hierarchical management structure. For instance, we need to report 
weekly, and most of our managerial team here were expatriates assigned 
by the HQ (in China), rather than recruiting locally or internationally.” 
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(Interviewee CA3, 2010 – bracket is added). 
With reference to the degree of HQ control, there was less disparity between the 
views expressed by employees from SOEs and POEs. Nonetheless, it was found that 
two interviewees from Company F, a privately owned real estate firm, held a view 
that its HQ’s control over Australian operations was relatively minor. For instance, 
Interviewee CF2 claimed:  
“Our subsidiary has more flexibility in regard to reporting 
procedures. We do not need to report regularly to the headquarters. In 
terms of routine operation, we have less control from HQ with reference 
to working hours as compared to those set in the HQ. We can have more 
flexible working hours, and communication channels between the senior 
manager’s team and general employees here are more open and flexible.” 
(2014).  
However, it is noted that Company F represents a different case from the other 
companies, as their subsidiary’s General Manager (GM) was also their HQ’s 
Corporate GM. This scenario shows that centralized control is perhaps more 
underlying, with the GM assuming two roles: to direct both domestic and overseas 
operations. Thus, it can be concluded that the HQs of the majority of Chinese MNCs 
operating in Australia in this study have strong management control over their 
subsidiaries. In particular, more SOEs than POEs illustrate management control by 





Choice of standardisation versus localisation HR strategies 
As discussed in Chapter 2, integration (I) and local responsiveness (R) (i.e. the I-R 
model) are commonly used to examine the strategy of MNCs in their overseas 
operations (cf. Section 2.3.2). According to the I-R model (Fan et al. , 2009), HR 
strategies can be classified into: standardisation, which complies with the MNCs’ 
need for global integration and coordination of business activities and strategy; and 
localisation, which represents the MNCs’ active responses to, and compliance with, 
local requirements, with reference to their HR policies and practices (Fan et al., 
2009). In the present research, interviewees from all four SOEs perceived that, with 
strong centralized control from HQs, subsidiaries largely followed and adopted a 
standardised HR strategy. Two quotes from interviewees in SOEs illustrate this 
perception: 
“We adopt the standard HRM strategy including holiday package, 
training and development, salary package, performance appraisal and 
many work-life balance programs representing similar features to 
Chinese domestic firms. For instance, we organised the employee 
recreation activities such as mountain climbs, badminton contests and 
festive meal gatherings etc. as a part of our unique work-life balance 
programs……” (Interviewee CB1, 2010). 
“Our HR strategy is definitely internationalized and standardized. 
I believe that this is similar to large Western multinationals. As the firm 
size increases, the standardisation of HR practices has become more or 




Despite these two interviewees claiming that their companies had followed a 
standardised HR strategy, analysis of various practices such as selection criteria, pay 
standards and training in these Chinese firms, as discussed in the earlier findings, 
show inconsistencies. The discrepancy in perceptions may be caused by the firms’ 
desire to adopt standardised HR practices when they grow to a reasonable size as 
interpreted by the interviewees. These perceptions may therefore diverge from 
actual practices, especially with reference to managing labour relations in China 
versus Australia. Further discussion of these discrepancies especially with reference 
to labour relations and the role of trade unions is found in Chapter 5. 
Among the Chinese firms investigated, smaller POEs (less than 20 employees), 
compared to large SOEs (Over 100 employees), tended to have no formalized HR 
function, and adopted a localisation strategy. This strategic approach was illustrated 
by two interviewees from POEs: 
“Because we are a small firm, lacking (international) experience, 
we have to do things following the local regulations and learn from other 
local companies” (Interviewee CE2, 2011). (Note: Company E has 
operated in China for over 30 years, but only started business in 
Melbourne from 2009). 
“Our subsidiary’s key HRM practices in Australia must follow the 
local requirements, compliance with local regulations, especially the 
holidays and annual leave, we only have 10 public holidays in China, but 
in Australia we can have more than 20 days. For annual leave, to take 
my own experiences, I didn’t take the first two years’ annual leave actively, 
our manager requested me to take leave.” (Interviewee CE3, 2011). 
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HR strategies focusing on global integration and local responsiveness were both 
identified by the interviewees in the present study. However, it appears that firms of 
a larger size and those with state ownership tend to adopt a standardised HR strategy 
reflecting domestic and/or international standards of HR practices; whilst firms of a 
smaller size with private ownership are more likely to follow localized HR policies 
and practices.  
4.5 Chapter summary 
This chapter explored the influence of the “COO effect”, the “host country effect”, 
and “subsidiary specific factors”, on HRM practices in Chinese MNCs operating in 
Australia. The key findings obtained from 25 interviews generated themes and sub-
themes with a myriad of categories under each theme and sub-theme. This chapter 
has provided an in-depth analysis of these themes as well as sub-themes, and how 
they affected the choice of HRM practices among Chinese MNCs in the context of 
Australia. The key findings are summarised in Figure 3, which will be further 
discussed in the next chapter.  
Based on the perceptions of the interviewees, the key findings are as follows. Firstly, 
the Chinese COO effect was found to be evident in relation to the choice of HRM 
practices in subsidiaries in MNCs. Chinese SOEs tended to adopt a standardised HR 
strategy and were more influenced by the COO effect; whereas smaller firms with 
shorter overseas experiences and with private ownership would be more likely to 
follow localized HR policies and practices. Secondly, the host country effect was 
also found to have influenced HRM practices in Chinese MNCs. In particular, 
Australian labour laws, such as EEO and OH, affected the HRM functions of 
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Chinese subsidiaries. Furthermore, local labour market conditions such as wage 
systems, pay levels, diversified workforce and union representation also influenced 
several HR practices of Chinese subsidiaries, such as pay setting, recruitment and 
selection. Thirdly, subsidiary specific factors such as “history of operation”, “flow 
of resources” and “ownership” were found to influence the choice of HRM practices 
in the subsidiaries of Chinese MNCs operating in Australia. These findings will be 
discussed in the context of the literature, together with an outline of the theoretical 
and practical implications, in the next chapter, with the aim to answer the research 


















Chinese MNC Subsidiaries HRM 
practices 
1. Staff planning 
2. Recruitment and selection 
3. Training 
4. Employee voice/Trade Union 
5. Performance appraisal 
6. Pay and compensation 
  
Home country effect (Country of Origin) 
1. Guideline 
2. Going global policy 
3. Overseas security check 
4. Formal communication Style 
5. Paternalistic leadership style 
6. Lower pay standard 
7. Collective consultation  
Host country effect 
1. Minimum pay standard 
2. Occupational health and safety 
3. Equal employment opportunity 
4. Informal communication style 
5. Transformative leadership style 
6. Higher pay standard 
7. Collective bargaining 
1. Pay and compensation 
2. Recruitment and selection 
3. Training 
4. Employee voice/Trade Union 
5. Work life balance program 
6. Diverse workforces 
Subsidiary specific factors 
1. History of subsidiary 
2. Flow of resources 
3. Ownership 




CHAPTER 5   DISCUSSION  
 
5.0 Introduction 
This chapter discusses the findings that were presented in Chapter 4, within the 
context of the literature reviewed in Chapter 2. The present study aims to improve 
understanding of the extent to which country of origin (COO) effects the HRM 
practices of Chinese MNCs operating in Australia, in addition to examining the 
effects of host country and MNC subsidiary specific factors. In the existing 
literature, there has been extensive discussion of the COO effects on strategic and 
international HRM choices and practices of MNCs (Harzing and Sorge, 2003; 
Morgan and Kristensen, 2006). In essence, COO effects are derived from the culture 
and institutions of both home and host countries, that extend to cover cultural values 
and institutional norms, economic and physical resources, and the national 
government’s economic and industrial policies (Sethi and Elango, 2000).  
The present study examines specific cultural and institutional factors in the context 
of Chinese MNCs operating in Australia, and their effects on choices of HRM 
policies and practices. Important institutional factors identified by the present study 
are related to those of the host and home countries’ government regulations and 
policies, as well as labour market conditions. The effects of cultural factors are 
largely related to communication and leadership styles, which subsequently impact 
on the choices of HRM policies and practices. The present study also takes into 
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account firms’ specific characteristics, which were also found to have influenced 
choices of HRM policies and practices in Chinese firms. 
The overall discussion in this chapter is organised as follows. Section 5.1 discusses 
examples of government regulations and policies in both home and host countries 
that have influenced Chinese firms’ HRM choices, through the lens of institutional 
theory. Section 5.2 explores cultural elements related to communication and 
leadership styles, which in turn have influenced several HRM practices and policies 
of Chinese firms operating in Australia. Section 5.3 investigates the labour market 
conditions, and examines their effects on the choices of HRM by Chinese firms. 
Specific subsidiary specific factors influencing HRM policies and practices in 
Chinese firms are discussed in Section 5.4, and the chapter conclusion follows in 
Section 5.5. 
5.1 Home and host country government regulations and HRM 
practices  
The findings of the present study show that both Australian and Chinese 
government regulations and laws were perceived by the participants to have 
influenced and shaped Chinese firms’ HRM practices in Australia. However, 
there were differences in policies, laws and regulations, between Australia and 
China, influencing the choices of HRM policies and practices in these Chinese 





Table 7:  Comparison of home and host country government regulations 
and policies and HRM practices 
 
Home (China) – Country of origin effect 
 
Regulations and policies Influence on specific HRM 
practices 
Embedded HR goals 
and outcomes 




 Staffing planning 





2. Going Global policy  Staffing planning 
 Training 
  Coordination 
  Consultancy 
3. Overseas security 
check 
 Staffing   Control 
 Compliance 
 
Host (Australia)-country effect 
 
Regulations and laws Influence on specific HRM 
practices  
Embedded HR goals 
and outcomes 
1. Pay standards  Compensation and 
benefits 
 Employee living’s 
standard and 
wellbeing 
2. Occupational health 
and safety 
 Training   Health, safety and 
wellbeing 
3. Equal employment 
opportunity 
 Selection and 
Recruitment 
 Fairness and equity 
The perceptions of interviewees analysed in the present study show that Chinese 
firms operating overseas are required to fulfil certain goals and outcomes in line 
with Chinese government regulations and policies. These goals and outcomes are 
largely related to control, coordination, consultancy and compliance; and were 
also those illustrated by Harzing (2001) to explain the main international staffing 
goals when addressing the issues of designing and implementing international 
HRM policies and practices. However, the present study findings illustrate 
several different policies, laws and regulations between Australia and China, 
leading to different choices of HRM practices.  
The COO (home country) regulations and policies have a strong influence upon 
staffing issues in Chinese firms operating in Australia for essentially two reasons, 
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as discussed below. 
Firstly, corruption has been identified as a concern, and anti-corruption has been 
listed as one of the Chinese Communist Party (CCP) and government’s key 
policy agenda items. However, a considerable amount of money laundering 
occurs in the international business transactions of some Chinese companies 
(Kawai, Lamberte and Takagi, 2012). Therefore, Chinese MNCs, especially 
those state-owned enterprises (as government assets), are required to report to 
HQs and government institutions in line with the Government’s Guidelines for 
overseas investment and security checks (Deng, 2012). Moreover, to control 
capital flows without potential embezzlement and corruption, the Chinese 
government needs to assign trustworthy expatriates, who are trained and hand-
picked not only by the HQs of Chinese firms but also by the CCP and its 
associated agencies.  
Chang and Wong (2004) argue that the CCP control, in terms of having a CCP 
committee member to serve as a company director, could help lower a firm’s 
operational risk. This argument is supported by Li and Chan (2016), who report 
the CCP committee members as Chinese company directors control and monitor 
the capital flow. It is common for international assignees from MNCs’ HQs, 
although not appointed by the government, such as by the CCP, to be sent to 
overseas operations to control capital flows (Reiche, Harzing and Kraimer, 2009; 
Kawai et al., 2012). Although the interviewees’ in the current study did not 
explicitly reference CCP membership, they did mention the necessity of training 
expatiates by the CCP. Nevertheless, the absence of direct quotations or support 
from the interviewees’ on f the impact of CCP on HRM practices in the case study 
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firms is a weakness and this is further discussed in the limitations section (see 
Section 6.4).  
The second reason Chinese MNCs have a strong COO effect with reference to 
control and coordination is because China’s State Council requires the top 
management teams of overseas Chinese MNCs’ to follow their regulations and 
policies (MOFCOM, 2015). Specifically, the assigned expatriates have to 
undertake several training programs, including on home government policies, 
regulations and host country’s relevant laws and regulations, customs and 
religious beliefs, prior to their departure. Policy and regulation training for 
expatriates is not only required to meet expatriate pre-departure requirements 
(Dowling et al., 2008), but is particularly for the purpose of building a shared 
mind-set, loyalty and commitment both to the state government and HQs, as 
expressed by several interviewees in the present study. 
These findings, concerning the effects of the Chinese State Council’s regulations 
and policies on the HRM practices of Chinese MNCs operating  in Australia, 
are consistent with Wang’s (2012) argument that the CCP-appointed executives 
currently running SOEs often follow the Party’s policy directives instead of 
acting in the company’s market interests, thereby potentially sacrificing business 
opportunities. The Party-appointed executives are also party members who must 
carry out their duties of supervising international business operations of SOEs 
while retaining their loyalty, trustworthiness and responsibility to CCP and 
government.  
It can also be argued that the COO effect, in the form of Chinese government 
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regulations and guidelines, on HRM practices of Chinese MNCs operating in 
Australia focuses on achieving the goals of consultancy and compliance. 
Specifically, it is found that several Chinese government institutions (e.g. 
MOFCOM, NDRC and SASAC) provide consultancy through training provided 
to Chinese expatriates and managerial teams for the purpose of maintaining 
political control. The SOEs’ boards must be appointed by the State-Owned Assets 
Supervision and Administration Commission (SASAC) to select, evaluate and 
reward, and dismiss SOEs executives and senior managers (Zhu and Dowling, 
2000; Wang, 2012). Prior to the overseas investment, the HQs of Chinese MNCs, 
together with NDRC and MOFCOM, often form a consulting team to support 
their enterprises to explore their overseas market opportunities and expansion 
plans (Luo and Tung, 2007). This finding also supports an earlier discussion by 
Friedman (2008), who claimed that the Chinese government often combined a 
set of Party ideologies with their economic and industry policies, to maintain 
their regime and strong control over the country as well as overseas enterprises. 
Hence, it can be concluded that the Chinese government has strong control over 
their MNCs not only to maintain financial control but also to achieve managerial 
and staffing control. 
Comparing the COO effect on the HRM policies and practices of Chinese firms 
(see Table 7), the host country effects on the management practices of Chinese 
firms were a little different. In the present study, it appears that Australian local 
labour laws and regulations were designed to achieve employees’ common goals 
of improving wellbeing, health and safety, and maintaining living standards. 
Thus, Chinese MNCs must comply with pay (awards) regulations, occupational 




The present study’s findings are somewhat consistent with the results generated 
by Myloni et al., (2004), who argue that, due to a host country’s cultural and 
institutional impacts, MNCs’ subsidiaries adapt some localised HRM practices, 
such as selection and recruitment, compensation, and performance appraisal. The 
present study also shows that Chinese MNCs have adapted certain local HRM 
practices specifically related to Australian labour laws, in regard to minimum pay 
standards, OHS, and EEO.  
OHS is one of the local HRM practices that Chinese MNCs need to follow, and 
it is generally a key issue for Australian companies and their HRM practices (Nel, 
Fazey, Erwee, Pillay, Mackinnon and Millet, 2012). However, limited application 
of OHS management was found among Chinese MNCs operating in Australia, 
since only a few interviewees indicated that their subsidiaries had provided OHS 
training courses and had an OHS workplace committee. This limited application 
of OHS is in line with the outcomes from Zhu, Cooper, Fan and De Cieri (2013) 
analysis of Chinese managers’ indifferent perceptions to OHS issues in the 
workplace. The practical implications of this finding will be further discussed in 
the next chapter. 
In the present study, the influences of EEO and minimum pay standards on 
Chinese firms’ HRM practices were demonstrated (see Section 4.3.1). The 
findings of this study confirm that organisations operating in Australia need to 
follow Australian EEO regulations and pay standards (Nel et al., 2012). Some 
Chinese MNCs operating in Australia were found to have adopted certain local 
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HRM practices, such as selection and recruitment, compensation and 
performance appraisal, in line with the host, that is, Australian labour laws and 
regulations. Although in different context, Myloni et al., (2004) found that 
subsidiaries of 53 MNCs operating in Greece adapted local HRM practices to a 
considerable extent, due to cultural factors. The authors found that HRM 
practices did not fit with local Greek cultural and employee regulations, and 
tended to have a low level of transfer from HQs to the subsidiaries (Myloni et al., 
2004). Thus, it appears that cultural factors are at play in HRM practices in 
Chinese MNCs. Hence, in the next section, the influences of cultural factors in 
the COO and host country will be discussed, in order to examine how they have 
also influenced Chinese subsidiaries’ HRM policies and practices. 
5.2 Home and host country’s cultural factors and HRM 
practices 
It was found that the cultural factors from home and host countries were 
perceived by the interviewees in this study to have influenced HRM practices in 
Chinese MNCs operating in Australia. In particular, cultural factors were 
believed to generate different communication and leadership styles in Australia 
and China, which subsequently influences the choices of HRM policies and 
practices in Chinese MNCs operating in Australia. These differences are outlined 






Table 8:  Comparison of home and host country cultural factors and 
influence on HRM practices 
 
Home (China) – Country of origin effect 
 
Cultural impact on Influence on specific HRM 
practices 
Embedded HR goals 
and outcomes 
1. Communication style: 
Formal 





2. Leadership styles: 
Paternalistic  
 Employee voice 





Host (Australia)-Host country effect 
 
Cultural impact on Influence on specific HRM 
practices 
Embedded HR goals 
and outcomes 
1. Communication style: 
Informal  
 Recruitment and 
selection 




2. Leadership style: 
Transformative 
 Employee voice 
 Work life balance 
program 




Exploring home country (China) cultural factors and their influence on HRM 
practices in Chinese MNCs operating in Australia, this study found that Chinese 
expatriates and employees working for Australian subsidiaries tended to have 
formal communication styles, which influenced the way they conducted 
recruitment and selection and training in Australia. As argued by Fang (2014); 
Warner (2014; 2016) and Busse, Warner and Zhao (2016), Chinese firms were 
influenced by traditional Confucian values of hierarchical and top-down formal 
communication styles, as managers and employees of Chinese firms see 
formalised communication as more effective and meaningful (Fang, 2014). The 
present study’s findings align with this argument.  
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In addition, utilising a case study of 12 interviews, Jonasson and Lauring (2012) 
explored intercultural communication problems between expatriates and local 
managers in a Chinese subsidiary of a Danish multinational corporation. He 
found that Chinese managers only focused on formal communications, and that 
Chinese senior managers tended to impose formal and hierarchical meetings and 
avoided direct and open communications with subordinates (employees) 
(Jonasson and Lauring, 2012). Several interviewees in the present study 
demonstrated similar instances whereby they commented on the formal 
communication styles strongly exhibited among their managers sent from the 
HQs of Chinese MNCs (see Section 4.2.2). Confucianism, which values 
hierarchy, group orientation, and respect for age and tradition (Ip, 2009; Warner, 
2016), may explain the formal communication styles used by Chinese expatriates.  
Requirements from the HQs of the Chinese MNCs, as well as their home country 
policy and regulations, may be additional reasons why Chinese expatriates used 
more of a top-down, formal communication style. For instance, in this study, it 
was commented upon by several interviewees that Chinese MNCs needed to 
follow a set of formal procedures and processes for the recruitment and selection 
of expatriates and employees, with an emphasis on recruiting employees with a 
similar cultural identity, in order to maintain and enhance employee belonging 
and loyalty to the organisation and sometimes even to the CCP (see Section 4.2.1). 
Another formal procedure used by Chinese MNCs was expatriate training as 
required by the Ministry of Commerce, as well as OHS training legally required 
by the Australian government.  
Besides the requirements from the national level, organisational goal is another 
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reason for the formalized communication styles in Chinese MNCs. Guest and 
Conway (2002) found that formalized communication helped increase 
employees’ commitment and compliance to the organisation. Formal 
communication mechanisms, with hierarchical and compulsory procedures, were 
also exhibited among Chinese MNCs in the present study. Posthuma, Campion, 
Masimova and Campion (2013) analysed 193 peer-reviewed articles about high 
performance work practice taxonomy, and claim that formal communication 
mechanisms help to clarify organisational goals, connect individual work with 
organisational strategy, and reduce uncertainty. However, the downside of 
formalised communication is that it may result in blockages to information flow 
and open communication. As will be found in the next section of the discussion, 
local Australian subordinates of Chinese MNCs may prefer different and/or 
informal communication styles. In the next section, another cultural factor, 
leadership style in Australia and China, is discussed in terms of its influence on 
HRM practices in Chinese MNCs operating in Australia. 
This study found that a paternalistic leadership style was evident in Chinese 
MNCs operating in Australia. It is argued that leadership behaviours are likely to 
be aligned with a given culture (Dorfman, Javidan, Hanges, Dastmalchian, and 
House, 2012). Chen, Eberly, Chiang, Farh and Cheng’s (2014) study of 27 
Chinese companies found that a paternalistic leadership style was dominant in 
the Chinese organisational context.  
In the present study, several interviewees also pointed out that a strong 
paternalistic leadership style was exhibited among Chinese expatriates, who 
tended to use it to maximise efficiency and achieve organisational goals of 
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control and compliance (see Table 8). For example, Chinese managers in the 
selected Chinese MNCs operating in Australia were perceived to be authoritative 
and not open to subordinates’ opinions and suggestions. Meanwhile, employees 
were fearful to express their ideas to authoritative figureheads (see Section 4.2.2).  
These behaviours might be due to the paternalistic leadership style deeply rooted 
in the tradition of Confucianism, which conveys the two cultural values of 
rationalism and hierarchy (Cheng et. al, 2014), and which is in line with 
Hofstede’s (1983) cultural dimension of power distance. As reported by several 
local employees in the present study, Chinese MNCs operating in Australia were 
perceived to use this type of paternalistic leadership style. Consequently, 
employees needed to show conformity solely to avoid punishment and to receive 
better performance appraisals. 
As China values high on power distance and collectivism (Hofstede and Bond, 
1988), this high power distance and collectivism might explain why paternalistic 
leadership was predominantly displayed among Chinese managers interviewed 
in the present study. Persons with a cultural value who score high on power 
distance and collectivism may show that personal interdependence, social 
harmony and group interests are prioritised over personal autonomy and the 
satisfaction of the needs of self (Mayes et al., 2016).  
With reference to HRM practices, several researchers (Budhwar and Khatri, 2001; 
Mayes et al., 2016) have shown that organisational selection criteria in Asian 
cultures tend to focus on establishing relationships and interpersonal skills, such 
as loyalty, belonging and interpersonal relations. Aycan (2006) argues that 
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paternalistic leadership is effective in helping Chinese MNCs achieve the desired 
HRM goals of control and compliance. Similarly, it is argued that paternalistic 
practices could benefit organisations (Uhl-Bien and Maslyn, 2005) via increased 
job performance and organisational commitment (Pellegrini and Scandura, 2008).  
In the present study, it is clear that Chinese MNCs operating in Australia have 
intended to recruit employees with similar cultural backgrounds, so as to exercise 
a paternalistic leadership style without affecting employees’ satisfaction and 
retention. However, the findings of this study also show that Australian 
employees working in Australian subsidiaries of Chinese MNCs tended to have 
informal communication styles, which is in contrast to formal communication by 
Chinese managers and employees. Employees from different cultural 
backgrounds tend to communicate differently in terms of the degree of formality. 
For instance, Shachaf (2008) provides comparative evidence that employees 
from Japan use a more formal communication style than those from the UK. In 
the present study, besides using a formal communication style, it was also found 
that local Australian employees preferred informal communication styles and 
informal interactions with their Chinese supervisors, the latter who tended to 
employ formal communication styles.  
It is argued that formal communication is aimed at control and compliance, whilst 
informal communication is used to motivate local Australian employees and to 
promote job commitment and job satisfaction (Bambacas and Patrickson, 2008; 
Clutterbuck, 2005). However, informal and formal communication styles were 
both evident in Chinese MNCs operating in Australia. This co-existence of 
formal and informal communication styles might be due to Australia scoring low 
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on power distance (Hofstede and Bond, 1984), and thus informal communication 
perhaps being more effective for channelling information across levels.  
In order to manage employees from both high and low power distance countries, 
Chinese MNCs were found to have adopted both formal and informal 
communications. The findings from the present study suggest that both informal 
and formal communication styles can help Chinese MNCs in recruiting 
employees to fit their organisational context and in communicating pay and 
benefits more openly with local Australian employees.  
Although paternalistic leadership is widespread among the Chinese MNCs 
operating in Australia, this study identified that Australian managers employed a 
different leadership style to Chinese expatriate managers. These Australian 
managers appeared to be more like transformational leaders, defined as leaders 
who inspire, intellectually stimulate, and are individually considerate and 
supportive of employees (Dorfman et al., 2012). In the present study, Australian 
managers/leaders were perceived to be more willing to take advice from 
employees, and they welcomed open and equal communications with their 
subordinates; while Chinese managers/leaders expected their followers to 
comply with instructions, and endorsed the use of formal power to ensure goal 
attainment (see Sections 4.2.2 and 4.4.2). 
Casimir, Waldman, Bartram and Yang (2006) conducted a cross-cultural 
comparison of the relationship between leadership and followers’ performance, 
in two Chinese companies and two Australian companies, and found that the 
Australian transformational leadership style was positively related to employee 
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trust, leading to better job performance. Thus, Chinese managers/leaders may 
need to adapt to a transformational leadership style, which enables employee 
voice to be actively expressed, and in return motivates employees, leading in 
particular to job satisfaction, commitment and performance.  
5.3 Home and host country labour market conditions and HRM 
practices  
The present study shows that both home and host country labour market 
conditions were perceived by the interviewees to influence Chinese firms’ HRM 
practices in Australia. However, there were different labour market conditions in 
relation to pay standards and the trade unions’ role in Australia and China, which 
led to different choices of HRM policies and practices in Chinese MNCs 
operating in Australia. Comparisons are outlined in Table 9 below. 
It was found that Chinese labour market conditions and pay standards influenced 
the HRM practices of Chinese MNCs operating in Australia. Chinese pay 
standards were also found to be relatively lower, compared to that of other 
advanced economies. For example, Globerman and Shapiro (2009) found that 
Chinese wages were lower than those in US companies, in the context of US 





Table 9:  Comparisons of home and host country labour market conditions 
and the influence on HRM practices 
 




Influence on specific HRM 
practices 
Embedded HR goals 
and outcomes 
1. Lower pay standards  Pay determination 
 Training 
 
 Cost control 
2. Collective consultation/ 
individual bargaining 
 Wages and compensation  Satisfaction  
 




Influence on specific HRM 
practices 
Embedded HR goals 
and outcomes 
1. Higher pay standards  Recruitment and selection  Quality of 
working life 
2. Collective bargaining   Wages and compensation  
 Diverse workforces 
 The role of trade union 
 Benefits and 
satisfaction 
Indeed, data from the present study also provides evidence that lower pay 
standards offered by the home country (China) labour market forced Chinese 
MNCs to use expatriate training/international travel, local employee training, and 
selective recruitment of employees with similar cultural identities, in order to 
supplement the comparatively low wages offered by Chinese MNCs. In particular, 
because of lower pay standards in the home country, Chinese MNCs tended to 
offer lower salaries to their expatriates and employees, as compared to those 
offered by other companies operating in Australia (see Section 4.3.3). The control 
of labour costs from the COO may also lead Chinese MNCs operating in 
Australia to save costs by providing limited training to expatriates and local 
employees. This finding is consistent with Shen and Darby’s study (2006) of ten 
Chinese MNCs with subsidiaries in the UK. The authors found that Chinese 
MNCs in the UK lacked a systematic international management development 
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system, which in turn limited their ability to provide training to expatriates and 
other nationals employed by their subsidiaries (Shen and Darby, 2006).  
The present study also found that the role of trade unions in Chinese companies 
was different to that in local Australian companies. Specifically, the principal 
duty of trade unions in Chinese companies is commonly known as “collective 
consultation”, which does not fit into the Western definition of collective 
bargaining as widely understood in the field of industrial relations (Chan and Hui, 
2014). In the present study, Chinese employees tended to negotiate via individual 
bargaining for their individual rights and welfare. In comparison, wages and 
working conditions of employees in Australian subsidiaries of Chinese firms are 
determined by Awards or collective agreements negotiated via collective 
bargaining between trade unions and firms (Bray et al., 2013). The role of 
Chinese enterprise trade unions is different: unions act largely as an arm of the 
state to impose discipline at the country level and help promote productivity at 
the organisational level (Clarke, 2005). On the one hand, enterprise trade unions 
are under the leadership of the All-China Federation of Trade Unions (ACFTU), 
which in turn are subject to the Party-state’s control. On the other hand, Chinese 
workplace trade unions are often subordinate to management, as in many cases 
trade union committee members form part of the management team (Chan and 
Hui, 2014).  
The limited power of trade unions within the Chinese MNCs studied could be 
due to the fact that labour standards in the subsidiaries of Chinese firms were 
influenced not only by the low labour standards in China but also by the attitudes 
of senior managers toward unions in the host country, including recognition and 
 
181 
involvement in negotiating the employment terms under the host’s industrial 
relations system. This finding concerning senior managers’ and organisations’ 
attitudes towards trade unions is similar to Shen’s (2007) conclusion in his study 
of international industrial relations among eleven Chinese MNCs operating 
overseas. Shen (2007) found that, although Chinese MNCs tended to consider 
both home and host country’s labour market conditions and industrial relations 
systems, their attitude towards the role of trade unions may need to be shifted 
towards developing a genuine collective consultation process of bargaining, so 
as to meet employees’ needs internationally.  
The host (Australian) industrial relations system sets work practices, including 
minimum wages (Bray et al., 2013), that Chinese MNCs operating in Australia 
are required to follow in determining employees’ working conditions and salaries. 
Pay standards were perceived by the interviewees in the present study to be 
relatively higher in Australia compared with standards in China (see Section 
4.4.3). However, because of cost control, it was also found in the present study 
that Chinese MNCs tended to recruit employees largely with a Chinese 
background, as Chinese employees were more willing to work overtime 
voluntarily and even on holidays or weekends without asking for extra double 
pay. Thus, legally, pay determination in Australia may divert Chinese firms’ 
attention to selective recruitment of certain types of employees locally who may 
bear the brunt of lower living standards with less pay, as compared to the 
mainstream of the Australian workforce.  
It is difficult to assess the extent of such unethical HRM practices from the 
current qualitative investigation. However, the Australian media has reported 
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employees being underpaid by small shops, restaurants and businesses owned by 
Chinese persons (e.g. Patty, 2015; 2016), but not large Chinese multinational 
companies. It is arguably important for Chinese MNCs to abide by Australian 
local rules and regulations in order to be sustainable and further develop more 
successfully in Australia. Future research could evaluate this ‘black box’ of 
underpay as well as voluntary overtime taken by employees in Chinese MNCs 
operating in Australia,   by examining for example payment records or existing 
cases before the Fair Work Ombudsman.  
It has been argued that collective bargaining, training and skill development have 
become significant issues for unions in Australia (Cooney and Stuart, 2013). Unions 
seek to ensure that their members are fairly paid and receive training for skills 
acquired (Cooney and Stuart, 2013). Despite the fact that the role of trade unions is 
different in the COO and host country, and appeared to be rather limited among 
Chinese MNCs operating in Australia, pressure from the Construction, Forestry, 
Mining and Energy Unions (CFMEU) to protect their members’ interests was 
evident in the present study. With reference to trade union power in Australia, the 
present study found that Chinese MNCs were required to carefully consider and 
conduct employee selection in order to meet local union requirements for certain 
job permits. For example, one of the Chinese MNCs from the real estate industry 
confirmed that their construction workers needed to have certain job permits to meet 
their union’s requirements, and that job permits should be qualified from the 
CFMEU. The limited role of trade unions might be due to the industry 
characteristics of the selective Chinese MNCs investigated in the present study, as 
interviewees were mainly sourced from the finance and service industries, which 
have lower union density in Australia than have other industries (Bray et al., 2013). 
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According to the ABS (Australian Bureau of Statistics, 2012), union density in the 
finance and insurance services industry is about 13 per cent, compared to over 20 
percent in the mining sector. 
To summarise, it is evident that the COO effect and host country effect influence 
HRM practices in the Australian subsidiaries of Chinese MNCs. The next section 
discusses the effects of subsidiary specific factors on the choices of HRM practices 
among Chinese MNCs operating in Australia. 
5.4 Subsidiary specific factors and HRM practices 
The findings of this study show that subsidiary specific factors were perceived by 
interviewees to influence Chinese MNCs’ HRM practices in Australia. Interviewees 
responded that subsidiary specific factors, including history/length of subsidiary, 
ownership, and flow of resources, had affected the HR choices made by Chinese 
companies’ subsidiaries by reference to HRM practices in Australia. These specific 
factors are now discussed.  
5.4.1 History/age of subsidiaries 
This study found that the length of time a Chinese MNC was involved in overseas 
operations influenced their HRM practices in subsidiaries in Australia (see Section 
4.4.1). The longer Chinese MNCs had operated in Australia, the more likely their 
HRM practices were to either be standardised – following the Chinese HQ’s 
guidelines - or localised in line with local Australian labour market conditions and 
legislative requirements.  
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Cox (2014) has argued that the length of time that a subsidiary operates in a foreign 
country determines its subsidiary managerial practice and the extent to which it 
integrates the COO perspective and dominance effect of its host system to subsidiary. 
The majority of Chinese SOEs in the present study tended to integrate both home 
and host country effects in their choices of HRM practices. In addition, it was found 
that Australian subsidiaries of Chinese MNCs in this study tended to adopt more 
HRM practices over time. The longer Chinese MNCs operated overseas, the more 
HRM practices they adopted. This correlation might be due to the maturity of a 
subsidiary, which enabled the development of more complex HRM functions as its 
value and relative size increased (Cox, 2014). 
The findings of the present study are also similar to Kynighou’s (2014) study of ten 
service-sector MNCs located in Cyprus that explored variations of HQ influence 
and HRM practices between the start-up and maturity stages of a foreign subsidiary. 
Kynighou (2014) argued that, as a MNC grows, more formal and systematic HR 
practices result. It appears, however, that some Chinese MNCs in the present study 
also developed and adopted more localised HRM practices, such as OHS training 
and flexible work arrangements, via work-life balance programs, along with the 
development of their subsidiaries in Australia and local labour market requirements.  
Therefore, it is possible that the age of the overseas operations of Chinese firms 
influences the convergence of some HRM practices (i.e. OHS training and family-
friendly work practices) between home (China) and host (Australia) countries. 
However, a divergence of HRM practices (i.e. pay and benefits; staffing and training) 
remains evident in some firms with a shorter period of operation, and in particular 
among some SOEs, despite Chinese SOEs being more likely to adopt 
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standardisation of HRM strategies in line with their China HQs’ guidelines (a strong 
COO effect). The theoretical debate of convergence and divergence, and the 
practical implications of these findings, will be further discussed in Chapter 6.  
5.4.2 Flow of resources 
It is argued that the extent to which resources (capital, information and human 
resources) flow from the parent company of MNCs to their subsidiaries determines 
the degree of managerial control over subsidiaries (Harzing, 2001). The findings of 
the present study show that, when resources increased, such as an increased number 
of expatriates being sent from the Chinese headquarters to the Australian 
subsidiaries, the stronger was the influence the parent (home country effect) 
company had on managerial control, and subsequently on the HRM practices of 
subsidiaries such as selection and recruitment.  
Harzing (2001) has argued that sending more expatriates (i.e. flow of human 
resources) acts as a direct control and coordination tool for MNCs’ HQs. This 
argument is supported by the findings of the present study, which shows that the 
more frequently the capital flowed from HQs to the subsidiaries, the higher the 
number of expatriate managers that would be sent to the subsidiaries (see Section 
4.4.2). Ahlvik et al., (2016) examined the effects of formal HRM control, expatriate 
presence, headquarters–subsidiary frequency of interaction and trust, and the HRM 
capabilities of the subsidiary HR function, in a sample of 105 subsidiaries from 12 
Nordic MNCs operating over 30 countries. Their results highlight the importance of 
expatriates in improving alignment between HQs and subsidiaries (Ahlvik et al., 
2016), which is in line with the findings of the present study.  
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Chinese firms also used expatriates to exercise influence and control and to 
implement HRM practices, in their subsidiaries in Australia. Expatriates as a 
controlling mechanism, evident in this study, also relates to the COO effect, 
whereby top expatriate managers are selected and appointed by both HQs and the 
Chinese government. 
5.4.3 Ownership 
Ownership was found to cause a different degree of government control and choice 
of HRM strategies among Chinese MNCs operating in Australia. In this study, SOEs 
tended to have centralised control from their HQs, as well as more influence from 
their home country’s government and the CCP, on their overall business 
management and HRM policies and practices. It was also found that Chinese MNCs 
operating  in Australia of a larger size, and those with state ownership, tended to 
adopt a standardised HR strategy reflecting both an ethnocentric (COO effect) and 
geocentric (i.e. global and international standards) focus (Dowling et al., 2008). In 
contrast, Chinese MNCs of a smaller size with private ownership were more likely 
to follow localised HR policies and practices, reflecting a polycentric disposition 
(Dowling et al., 2008).  
The above results are in line with findings of a recent case study of 32 Chinese 
managers from 21 Chinese SOEs and POEs operating in Africa by Xing et al. (2016). 
The authors identified some crossvergence of HRM practices of Chinese firms, with 
a blend of divergent HRM practices influenced by local contextual factors and 
convergent HRM practices influenced by Chinese cultural factors. Different HRM 
practices were exhibited among Chinese SOEs and POEs (Xing et al., 2016), 
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supported also by the findings of present study. Although Xing et al.’s (2016) study 
was in a different context from the present study, similar findings are evident with 
regard to the different choices in HRM practices between SOEs and POEs, 
illustrating the influence of ownership on HRM policy choices among Chinese 
MNCs both in Africa and in Australia. This issue, of convergence, divergence and 
crossvergence of HRM practices among Chinese MNCs, will be further discussed 
in the theoretical implications section in Chapter 6. 
5.5 Chapter summary 
It is clear from the findings of this study that ‘COO effect’ does have a significant 
effect on the HRM practices that Chinese MNCs use in their subsidiaries in Australia. 
These findings are consistent with earlier scholarly research and the argument that 
COO effect significantly influences the HRM practices of subsidiaries in MNCs 
from the developed economies to the emerging economies. However, in the present 
study, the focus was on MNCs from China (emerging economies) to a developed 
economy, Australia. In particular, it was established that COO effect influences the 
choices of Chinese company subsidiaries’ HRM practices in Australia. The study 
also found specific COO effects, such as the Chinese government and the CCP 
seemingly exercising a degree of employment control and monitoring over their 
MNCs overseas operations, in contrast to established MNCs from the developed 
economies. 
In addition, the Chinese MNCs that operate in Australia are influenced by the host 
country effect. The particular aspects of the host country effect were Australian 
government regulations and policies, especially OHS and EEO, in which Chinese 
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MNCs operating in Australia were required to follow these regulations and adapt to 
localised HRM policies and practices. Host country culture also affects employees’ 
and managers’ communication styles and leadership styles; and labour market 
conditions such as unions’ power on HRM practices were also evidenced in this 
study. Subsidiary specific factors, including the ‘history of subsidiary’, ‘ownership’, 
and ‘flow of resources’, also affected the choices of Chinese subsidiaries’ HRM 
practices.  
Following on from the above discussion of the findings, the next chapter addresses 
the implications of the study, both theoretically and practically, and identifies future 
research directions in light of this study’s implications. The next chapter also 










CHAPTER 6   CONCLUSION 
 
6.0 Introduction  
The key aim of this study is to explore the influence of COO and host country effects 
and subsidiary specific factors on HRM practices in Chinese MNCs operating in 
Australia. To achieve this aim, three main research questions were developed from 
an extensive review of relevant literature, presented in Chapter 2. To answer these 
questions, a qualitative case study approach was taken, and 25 participants from six 
Chinese MNCs located in Australia were interviewed (see Chapter 3). An analysis 
of the perceptions of these interviewees in Chinese MNCs revealed that COO 
influenced the choices of HRM policies and practices in Chinese firms operating in 
Australia. In addition, the host country’s culture and institutions were also found to 
influence Chinese firms’ operations and management practices. Furthermore, it was 
evident that firms’ specific characteristics influenced the HRM practices in Chinese 
MNCs operating in Australia.  
This chapter concludes the thesis. The chapter is organised as follows. Section 6.1 
summarises the key findings in accordance with the three research questions. 
Section 6.2 outlines the theoretical implications of this study, followed by a 
discussion of the key practical implications in Section 6.3. Limitations and future 
research directions are outlined in Section 6.4. Final concluding remarks are made 
in Section 6.5. 
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6.1 Responding to the three research questions 
Three research questions (RQ) were developed in the present study, after an 
extensive review of the literature, presented in Chapter 2. To recap, these are: 
RQ1: How does country of origin (COO) influence the choice of HRM practices of 
Chinese MNCs operating in Australia? 
RQ2: How does host country influence the choice of HRM practices of Chinese 
MNCs operating in Australia? 
RQ3: How do subsidiaries specific factors influence the choice of HRM practices in 
Chinese MNCs operating in Australia? 
The study findings, providing answers to these research questions, were discussed 
in Chapter 5. In this section, a discussion of how the findings answer each research 
question is provided. 
6.1.1 Responding to research question (1)  
In addressing the first research question, “How does country of origin (COO) 
influence the choice of HRM practices of Chinese MNCs operating in Australia?”, 
the present study found that several Chinese government regulations and policies, 
including ‘Overseas Investment Security Check’, the ‘Management of Employees 
of Overseas Chinese-funded Enterprises’, and the ‘Going Global Policy’, 
determined the choice of HRM practices in Chinese MNCs operating in Australia. 
For instance, the MOFCOM (Ministry of Commerce), assigned to manage 
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employees of overseas Chinese-funded enterprises, provided all managerial training 
programs to Chinese expatriates sent to Australia, instead of training of expatriates 
being provided by the company which is commonly used by established MNCs in 
the Western context (Dowling et al., 2008; Zhong, Zhu and Zhang, 2015). In 
addition, appointments to top management teams for overseas operations, especially 
those in state-owned Chinese companies, were approved by the Chinese central 
government. Furthermore, the Chinese government’s overseas investment security 
checks required all overseas Chinese firms to regularly report back, not only to their 
headquarters, but also to the NDRC (National Development and Reform 
Commission), about their operation, and to MOFCOM about their staffing and 
management issues (MOFCOM, 2015). The overall “Going Global Policy” has not 
only provided overseas Chinese firms with financial support but also with staffing 
support, especially with reference to the mandatory selection of top management 
teams for overseas operations.  
These comparatively stronger COO effects on HRM practices in Chinese MNCs 
operating in Australia were different from those found in the subsidiaries of 
Japanese MNCs operating in Germany and the USA, whereby Japanese MNCs 
tended to abandon their home-country practices and adopted local American and 
German HRM practices (Pudelko and Harzing, 2007). However, it was also found 
that given the strong cultural distance between Japan and the USA and Japan and 
Germany, the desire of Japanese MNCs to orient themselves toward implementation 
of American HRM policies and practices in particular, might be due to the 
dominance effect: that is, a desire to follow the predominant global HRM practices 
implemented by large American corporations. The dominance effect can also be 
used to explain why in the same study of Pudelko and Harzing (2007), it was found 
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that the subsidiaries of American MNCs tended to adopt more of their home country 
practices in Germany than those subsidiaries of Japanese MNCs. 
In contrast to the findings of Pudelko and Harzing (2007), the findings of this current 
study support the notion that the COO effect, instead of the dominance effect, 
existed among the Chinese MNCs investigated. The reason for stronger COO effects 
on Chinese MNCs compared with  Japanese firms in USA/Germany (Pudelko and 
Harzing, 2007) might be due to the host country’s (Australia) multicultural context, 
whereby many MNCs operating inside Australia have less standardised or dominant 
approaches to HRM (Rodwell and Teo, 2000). In addition, Japanese MNCs 
subsidiaries operating in Australia were also found to have adopted the common 
organisational practices of the HQs in Japan (Purcell et al., 1999), signifying COO 
effects. Stronger COO effects may also be due to increasing demands in Australia 
to attract overseas investment, especially investments from stronger trading partners 
such as China and Japan (Zeller and Cole, 2014; Allen, McAleer, Powell and Singh, 
2017).  
6.1.2 Responding to research question (2)  
To address the second research question, “How does host country influence the 
choice of HRM practices of Chinese MNCs operating in Australia”, the present 
study found that Chinese MNCs operating in Australia are subject to local labour 
laws and requirements. These laws and requirements have a direct influence on how 
Chinese MNCs implement their HRM practices and manage their local employees 
in Australia. Despite strong COO effects, which allowed Chinese state-owned 
enterprises (SOEs) in general to adopt standardised or ethnocentric HRM policies 
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and practices in line with their headquarters located in China, their subsidiaries’ HR 
strategies were a blend that included some elements of localisation, so as to comply 
with Australian local labour laws and regulations. For instance, Australian Equal 
Employment Opportunity (EEO) and Anti-Discrimination Laws, together with 
working visa requirements, affected the number of expatriates and local employees 
and the way Chinese firms recruited and selected them. In addition, Australia’s 
stringent Occupational Health and Safety (OHS) regulations influenced induction 
and training programs in local subsidiaries of Chinese firms. Furthermore, minimum 
wage levels also determined how Chinese firms set their pay and benefits programs 
for both expatriates and local employees. 
6.1.3 Responding to research question (3)  
To answer the third research question, “How do subsidiaries specific factors 
influence the choice of HRM practices in Chinese MNCs operating in Australia”, 
the present research explored several firm-related factors. The research found 
that, in particular, the history of the subsidiary, its ownership, and the flow of 
resources from headquarters to subsidiary, affected the choices of HRM practices 
in Chinese MNCs’ subsidiaries in Australia. The study findings show that, the 
longer Chinese MNCs had operated in Australia, the more likely their choices of 
HRM practices reflected a balance between following the HQ’s guidelines and 
complying with the host country institutional requirements. In terms of resource 
flows, it was found that, when an increased number of expatriates were sent from 
the Chinese headquarters to the Australian subsidiaries, this led to a stronger 
influence of the parent (home country effect) company on managerial control, 
and subsequently on the HRM practices of subsidiaries, such as selection and 
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recruitment. In this study, different ownership types were found to have different 
influences on HR choices. For instance, SOEs tended to have more centralized 
control from their HQs, as well as more influence from their home country’s 
government and the CCP on their overall business management and HRM 
policies and practices. In contrast, private ownership of Chinese MNCs was 
normally found to result in localised HR policies and practices. 
The implications of the study’s findings and key contributions to knowledge in 
the field are discussed next.  
6.2 Theoretical implications 
It is essential to note that there are limited empirical studies on the effect of COO 
on HRM practices in Chinese MNCs in the Australian context. Previous research 
studies on HRM practices in MNCs focus on the adoption of home country practices 
within the case of advanced economies (Thite, Wilkinson and Shah, 2012). The 
present study explored the influence of COO and host country effects and subsidiary 
specific factors influences on Chinese MNCs operating in Australia, from an 
institutional perspective. The findings of the study illustrate and confirm that several 
factors closely related to the institutional aspects of isomorphic pressures have 
generated influences on HRM policies and practices in MNCs (Bjorkman et al., 
2007; Lee, 2011). Institutional theory posits three types of isomorphic institutional 
pressures, namely: coercive, normative and mimetic pressures (DiMaggio and 
Powell, 1983; Scott, 2005). In the application of institutional theory to international 
HRM, Bjorkman et al. (2007) argue that coercive pressures are imposed by both 
home and host governments via mandatory regulatory policies (e.g. OHS law) on 
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MNCs to change and implement their HRM practices in their subsidiaries 
accordingly. Mimetic pressures refer to subsidiaries of MNCs responding to 
uncertainty by adopting already established and successful industry practices 
(Bjorkman et al. 2007). Normative pressures come from MNCs reacting to HRM 
practices that are suitable and appropriate for their own specific culture (DiMaggio 
and Powell, 1983; Kostova and Roth, 2002; Bjorkman et al. 2007).  
In the present study, both COO and host country effects on HRM were found to be 
a form of both coercive and normative pressure as described by Kostova and Roth 
(2002), Bjorkman et al. (2007) and Lee (2011). Several theoretical implications 
related to institutional theory in the context of Chinese MNCs operating in Australia 
are evident. 
Firstly, this study demonstrates that the laws and regulations of both home and host 
countries were common coercive pressures that affected HRM practices among 
Chinese MNCs operating in Australia. In particular, one specific yet distinctive 
coercive pressures, with reference to government laws and regulations was the role 
of the CCP , a factor not commonly discussed in previous studies using institutional 
theory (Chang and Wong, 2004; Peng, 2012). It was shown in the present study that 
CCP control was an important factor determining Chinese MNCs’ management 
behaviour. The CCP represents an important new political constituency in relation 
to HRM practices in Chinese MNCs as it has the power to appoint executives and 
expatriates to run and control MNCs, and to provide guidelines for staff 
management of Chinese overseas enterprises (Wang, Hong, Kafouros and Wright, 
2012; MOFCOM, 2016). The coercive pressure imposed by the CCP provides a 
different angle on understanding institutional theory as it applies to selection of 
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HRM practices in Chinese MNCs.  
Secondly, cultural factors generated from the COO and host country effects were 
observed as key normative pressures affecting HRM practices among Chinese 
MNCs operating in Australia. Based on the cultural dimensions proposed by 
Hofstede (2011), the present study distinguished Chinese and Australian cultures as 
they contribute to different types of institutional pressures that have effects on the 
choices of HRM practices (Baskerville, 2003). Specifically, the present study found 
that different cultures led to different communication and leadership styles, which 
subsequently impacted on interactions between Chinese managerial and local 
Australian staff. Different communication and leadership styles appeared to affect 
the choices of HRM policies and practices, such as recruitment and selection, in 
Chinese subsidiaries of MNCs operating in Australia. Cultural norms and values 
such as power distance and individualism/collectivism were seen to create 
normative pressures on Chinese MNCs to conform either to Chinese standard 
practices of paternalistic HRM (Zhu, Zhang and Shen, 2012) or to local Australian 
practices such as OHS training (Wilkinson, Wood and Demirbag, 2014). 
Thirdly, it is argued that mimetic pressures may also have been at play within 
Chinese MNCs operating in Australia. In essence, Chinese companies may need to 
conform and benchmark the best practices of their particular industries or mimic 
practices that other established MNCs have adopted (Salomon and Wu, 2012) in 
order to gain operational legitimacy (Scott, 2005) and to cope with uncertainty in 
the international marketplace (Barreto and Baden-Fuller, 2006; Salomon and Wu, 
2012). In addition, mimetic practices also include the adoption by an MNC of its 
internally preferable practices referred to as internal mimetic behaviour (Ando, 
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2015). The key reasons for adopting internal mimetic practices are associated with 
efficiency and effectiveness (Lee and Pennings, 2002; Yang and Hyland, 2012). It 
is argued that Chinese MNCs operating in a complex and uncertain host country 
(e.g. Australian) environment may need to conform to standardised corporate (i.e. 
the HQs’) practices, along with implementing local adaptations to achieve efficiency 
and effectiveness in HRM practices. There was some evidence in the present study 
to illustrate these aspects, of both international standardisation and localisation of 
HRM (see earlier Section 5.3.4), in Chinese MNCs. Standardisation and localisation 
of HRM practices relates to debates on convergence and divergence. 
Specifically, the convergence-divergence debate has been extended to the field of 
international HRM by several leading scholars (e.g. Brewster, 2004; Brewster and 
Mayrhofer, 2012; Brewster, Houldsworth, Sparrow and Vermon, 2016; Dowling and 
Donnelly, 2013; Tregaskis and Brewster, 2006). Budhwar, Varma and Patel (2016) 
further offered a detailed explanation of cultural convergence, divergence and cross-
vergence. According to Guo and Giacobbe (2015), convergence focuses on 
similarity in thinking, values, attitudes and behaviours of individuals and/or 
organisations due to the emergence of a common belief system/logic. Divergence 
suggests, due to a variety of factors, that individuals and/or organisations from a 
nation/society will retain their specific preferences of thinking, mindsets, values, 
attitudes, and behaviours over time (Brewster et al., 2015). Cross-vergence proposes 
that, due to the dynamic and increasing interfaces of global socio-cultural influences 
and business philosophies and ideologies, a unique, common value system continues 
to emerge in the global society (Budhwar, Varma and Patel, 2016).  
The findings of the present study contribute to the HRM convergence-divergence 
 
198 
debate. The study’s findings show that, on the one hand, some aspects of HRM 
policies and practices adopted by Chinese MNCs were more or less in line with 
those of established MNCs from developed countries, including OHS training and 
flexible work arrangements. On the other hand, there were divergent practices, such 
as recruitment and selection of employees with cultural similarity, and pay 
determination. In the case of MNCs operating in the Asia-Pacific region, there is 
documented evidence of the existence of the ‘best practice’ model, which is often 
referred to as high performance work systems or high-commitment work practices 
(e.g. Bjorkman and Lervik, 2007; Budhwar, 2012). However, considering 
heterogeneity in legal and political environments, cultures, and labour market 
conditions, as explored in the present study, there is a strong possibility that HRM 
practices in different nations can be different, with each country identifying and 
using what works ‘best’ for them (Budhwar, 2012).  
The COO effect in Chinese MNCs implies the existence of both standardisation and 
localisation of HRM strategies by Chinese MNCs. Indeed, the present study 
demonstrates the implementation of standardised HRM practices due to a strong 
COO effect, host country effect, and specific subsidiary factors , along with local 
adjustments taking place in Chinese MNCs operating in Australia; an indication of 
cross-vergent HRM practices (e.g. Brewster et al., 2015). Given an increased 
emphasis on emerging MNCs from developing countries with specific and unique 
management constructs (Thite et al., 2012; Zhu et al., 2014; Wang et al., 2014; 
Zhang and Fan, 2014), the present study thus further contributes to the discussion 
on the cross-vergence of HRM practices, with particular implications for Chinese 
MNCs as well as MNCs from emerging economies. 
 
199 
6.3 Practical implications 
Several practical implications can be identified from the present study’s findings. In 
particular, Chinese companies and their managers could benefit from the outcomes 
of the study. In addition, the findings may apply to those emerging MNCs from 
developing countries and their managers, as some similarities may exist with regard 
to COO effects. In general, HR professionals and practitioners, as well as policy 
makers, from both Australia and China may also obtain new insights from the 
present study, with reference to managing people and resources in the context of 
international business and cross-border investment and operations. 
6.3.1 Implications for Chinese MNCs and their managers 
Chinese MNCs are, relatively, not well-established firms, due in part to their 
relatively short international experience and their reliability in relation to the legacy 
of state influence. Only twelve Chinese companies were included in Fortune’s 
Global 500 list in 2001; but with China’s ‘go global’ policy, Chinese companies 
have steadily climbed up the global rankings: in 2015, that number rose to 103 
(Global 500, 2016). Given their young international age, Chinese MNCs, and their 
managers, may need to have a greater awareness of institutional factors from both 
home and host countries that may affect their strategic management choices, and 
learn from successful MNCs operating under uncertain environments (Wei, Clegg 
and Ma, 2015; Yuan et al., 2016).  
With reference to institutional pressures, it is suggested by Fan, Xia, Zhang, Zhu 
and Li (2016) that Chinese MNCs and their managers need to understand the 
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competing concepts of global integration and local responsiveness, to successfully 
implement international HRM strategies in their overseas operations. Similarly, the 
present study’s findings provide useful information regarding the different 
institutional pressures that Chinese MNCs and managers working in Australia 
experience. The key implication for Chinese managers and MNCs is to develop a 
better understanding of those host country labour laws and regulations that may 
impose pressure on them to adapt to the localised HRM policies and practices, and 
in order to be compliant with local laws and regulations (Shen, 2005; Fan et al., 
2016), e.g. pay and visa requirements in the present study.  
6.3.2 Implications for other emerging economies’ MNCs and their 
managers 
This study’s findings may also be useful for managers in MNCs of other emerging 
economies, who are required to make decisions regarding what kind of practices 
they can and cannot conveniently transfer from their HQs into host country 
(Australia), and what types of policies and practices should be taken into account in 
their subsidiaries, so as to align with Australian socio-cultural and legal 
requirements. 
Furthermore, managers of emerging MNCs who are responsible for overseas 
subsidiaries could actively improve their capacity for cognitive complexity, through 
learning, integrating themselves into the host environment. They need to work in 
teams with local managers, to improve the effectiveness of their management 
decisions and choose appropriate HRM policies and practices to be adopted by their 
subsidiaries (Bingham and Kahl, 2013).  
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6.3.3 Implications for HR professionals and practitioners 
For HRM professionals and practitioners who may be involved in managing a 
workforce in a Chinese MNC or a workforce in a MNC from another emerging 
economy, one of the practical implications drawn from the present study is that 
practitioners need to understand the different purposes and goals of HRM and the 
objectives set by MNCs from home countries. The need to understand different HR 
goals and objectives was highlighted in this study on Chinese MNCs, often 
characterised as having more flexible labour market conditions and fewer workforce 
protections than those from developed economies (e.g. Australia) (Gupta, 2016). In 
addition, most Chinese MNCs in this study were SOEs, and their top managers were 
normally assigned or selected by the government, who were selected to meet 
national and organisational interests, while also being required to follow the 
regulations and requirements stipulated by the host country (Ralston et al. 2013).  
The present study reinforces the importance of developing the competency and 
capability of HR professionals and practitioners so that they are able to effectively 
communicate and negotiate with these Chinese top management teams about the 
need to standardise certain HRM policies and practices in line with both their home 
country and HQs’ interests. At the same time, HR professionals and practitioners 
are required to understand the areas of HRM policies and practices that need to be 
localised in order to be consistent with Australian laws and regulations. 
6.3.4 Implications for policy makers 
Because different labour laws and regulations exist, policy makers and regulatory 
bodies in both home and host countries need to be aware of the potential issues that 
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may arise when making decisions either for investing abroad or in seeking to attract 
foreign direct investment (FDI) by MNCs from developing economies (Kathpalia 
and Raman, 2014). For instance, in the present study, under-the-table wage 
arrangements still occurred in Chinese subsidiaries of MNCs in Australia. It is clear 
that different industrial sectors require different forms of interventions from host-
country institutions to protect workers’ rights and to secure human resource 
development (Bose and Mudgal, 2016). For home country policy makers, they need 
to provide sufficient resources and support to ensure the sustainable operation of 
Chinese MNCs offshore, especially in developed economies.  
6.4 Limitations and future research directions 
Although the present study’s findings have contributed to theory and practice as 
outlined in the preceding sections, several limitations remain. The first limitation is 
that the study draws its qualitative empirical data from a relatively small number of 
Chinese MNCs, and two very small POEs. Relatedly, only one interviewee in the 
sample held a position at general manager level. Almost half of the interviewees 
were employees, and the remainder were middle managers in subsidiaries. The 
small size of case study firms and the characteristics of the interviewee sample 
(position in organisation) mean that limited insights can be gained into the adoption 
and implementation of strategic HRM practices, Nevertheless, the study achieved 
the research aims by exploring the factors influencing Chinese MNCs’ HRM policy 
choices in subsidiaries in Australia by gleaning insights into the adoption and 
implementation of HRM practices at the operational level. In order to further 
understand strategic HRM practices, a larger number of GM (general manager) 
should be interviewed.  
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Future studies should consider utilising a larger sample size and a more diverse 
interviewee sample to further explore and test the conceptual framework developed 
in the present study, and verify the relationship between HRM practices and 
institutional factors at both the strategic and operational levels. Further research 
should also draw upon more detailed secondary data from the case companies 
themselves to complement the primary data, and thus overcome one of the 
limitations of this research.  
The second limitation is related to the themes developed from the qualitative data 
analysis. Although key factors influencing HRM policy choices of Chinese MNCs’ 
subsidiaries were identified, these factors were limited to three aspects: home and 
host countries’ government policies and laws; national cultures; and, labour market 
conditions. There may exist other significant factors, such as diplomatic relations 
between home and host countries, international business strategies, and company 
performance goals and objectives, that should also be explored in future studies.  
In addition, firm-level influences were examined, especially with reference to 
ownership, which affect how management policies are centralised and decentralised 
in Chinese SOEs and POEs. However, the study was not able to draw more specific 
comparisons of the impact of COO effects and host country effects on HRM 
practices between Chinese SOEs and POEs. Therefore, future research should 
compare and contrast country of origin and host country effects on HRM practices 
between Chinese SOEs and POEs.  
Moreover, the CCP appears to exercise a degree of employment control and 
monitoring over their MNCs overseas operations, which is unique, and different 
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from those MNCs in Western countries and other emerging countries (Li and Chan, 
2016). Thus, future research should further explore the Party’s influence on HRM 
practices, especially with reference to comparing and contrasting its different levels 
of control on Chinese SOEs versus POEs operating offshore.  
Another limitation of the present study relates to the generalisability of the study’s 
findings. Although this study may have managerial implications for other emerging 
MNCs, the findings should be interpreted with caution, as this study only explored 
Chinese MNCs operating in Australia, without examining the practices of MNCs 
from other emerging/transitional economies such as India and Russia. It would be 
useful in future studies to widen the sample and include host countries beyond 
Australia, and explore whether MNCs from other emerging/transitional economies 
such as India and Russia encounter similar challenges in standardising and/or 
localising HRM practices, as the Chinese MNCs operating  in Australia did in this 
study.  
As argued by Thite, Wilkinson and Shah (2012), it is unclear whether MNCs from 
emerging economies share similar HRM practices. This lack of clarity on HRM 
practices in MNCs from emerging economies presents a potential for future research 
to conduct comparative studies of MNCs from several emerging economies, to 
examine similarities and differences in their choices of HRM policies and practices. 
Such a study would advance understanding of convergence, divergence and 
crossvergence in HRM practices across the globe.  
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6.5 Chapter summary 
The findings of this exploratory study, on the factors influencing choices of HRM 
practices in Chinese MNCs operating in Australia, contribute to the existing 
literature on international HRM, especially with reference to emerging economies. 
To conclude the study, this thesis makes three specific contributions. 
Firstly, with reference to the COO effect, the study examined several variables based 
on institutional theory (Zucker, 1984; Scott, 2005; Saka‐Helmhout, Deeg, and 
Greenwood, 2016). These variables include government regulations and policies, 
culture, and labour market conditions (Zucker, 1984; Scott, 2005). The findings in 
the present study show a particularly strong effect of government regulations and 
policies on determining the direction of HRM policies and practices of Chinese 
firms, as compared to those of more established firms in the Western context (Zhu 
et al., 2014). However, home country labour market conditions, in terms of wages, 
skill levels and talent pools, were found to have less of an influence on the way 
HRM programs (e.g. employee selection and training) were conducted in Chinese 
MNCs operating in Australia.  
Secondly, both host and home country cultures were found to play a part in affecting 
HRM policy design and delivery. In particular, different communication and 
leadership styles generated from cultural values influenced the interaction between 
managerial and general local staff. Subsequently, this appeared to affect several 
HRM policies and practices, such as flexible arrangements of working hours, job 
design, (anti-) discrimination in recruitment and selection, and employee 
participation in decision-making.  
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Thirdly, and in contrast to earlier studies on the influence of nationality on the choice 
of international HRM policies and practices in MNCs (Zhang and Edwards, 2007), 
the present study found that ownership, especially with reference to state-owned 
versus privately-owned Chinese firms, had an effect on several HRM policies and 
practices, including expatriate recruitment and selection, flexible job design, pay 
and compensation, training and development, and occupational health and safety 
(OHS) practices. 
In conclusion, it is argued that the present study further advances theoretical 
discussions on institutional theory, and in particular the application of institutional 
theory to Chinese MNCs and convergence/divergence debates on standardisation 
and localisation of HRM practices in MNCs. The study’s findings also provide 
practical insights for managerial staff in international business, policy makers, and 
HR practitioners, particularly with regard to their decision-making and addressing 
on-going management of resources and labour movements across borders, within a 
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Appendix A: Interview Questions 
Semi-Structured Interview Questions 
1. Tell me the main strategic reasons for your firm to establish subsidiaries 
in Australia; 
2. Do you see international HRM as important to assist your successful 
operation across border, especially in Australia? Why? 
3. How do you see the country of origin effects influence your management 
decision making in your company (ie. local subsidiary in Australia)?  
4. What are the major factors affecting your company’s human resource 
management strategies/approaches? 
5. Based on your experience (if as expatriate manager/or normal employee) 
in headquarters in China as well as subsidiaries in Australia MNCs, do 
you see any differences in HRM practices? Why/not are these 
differences? 
6. Based on your experience in local subsidiary in Australia, do you see 
home or host country’s culture and institutions effect on the way HRM 
functions in your organisation? How have the corporate/subsidiary HR 
policies effect on you as an employee? 
7. Tell me some key HRM practices that have been adopted in your 
company. Do you adopt these because you think they are good and 
professional in line with your company’s culture and business strategy, 
or because your competitors are having them or because of requirements 
by home/host country government?  
8. Different characteristics exhibited in a firm’s headquarter and its 
subsidiary tends to have influence on the HR management decision 
making. Do you see this is the case in your company? How have these 
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management practices of the firms, hence it is our goal to interview 2-3 people from your 
company if you agree to participation in this research project.  
 
Each interview will normally take 45-60 minutes to complete. Structured questions (see 
attached) are provided via email prior to the interview, followed by in-depth face-to-face 
interview. 
 
There will be no foreseeable risks to you, but a potential opportunity to identify some 
issues and management solutions in managing cross-border ventures.  
 
Your privacy and confidentiality will be strictly protected. If you agree, we will audio-tape 
the interview (if by face to face or via skype and phone). However, no individual or 
organisation will be identified in the final analysis and subsequent publications. Any 
written and recorded information will be saved in the password protected computer. Any 
written and recorded information will be destroyed 6 years after final publication. 
 
If you have any complaints about any aspect of the project, the way it is being conducted 
or any questions about your rights as a research participant, then you may contact: The 
Manager, Office of Research Integrity, Deakin University, 221 Burwood Highway, Burwood 
Victoria 3125, Telephone: 9251 7129, Facsimile: 9244 6581; research-
ethics@deakin.edu.au 
 
Please quote project number [BL-EC 53-10] 
 




LING Qi  
PhD candidate 
Deakin Graduate School of Business 
Faculty of Business and Law 
Deakin University 









Power Distance Index (PDI) 
This dimension expresses the degree to which the less powerful members of a 
society accept and expect that power is distributed unequally. The fundamental issue 
here is how a society handles inequalities among people. People in societies 
exhibiting a large degree of Power Distance accept a hierarchical order in which 
everybody has a place and which needs no further justification. In societies with low 
Power Distance, people strive to equalise the distribution of power and demand 
justification for inequalities of power. 
 
Individualism versus Collectivism (IDV) 
The high side of this dimension, called individualism, can be defined as a preference 
for a loosely-knit social framework in which individuals are expected to take care 
of only themselves and their immediate families. Its opposite, collectivism, 
represents a preference for a tightly-knit framework in society in which individuals 
can expect their relatives or members of a particular in-group to look after them in 
exchange for unquestioning loyalty. A society's position on this dimension is 
reflected in whether people’s self-image is defined in terms of “I” or “we.” 
 
Masculinity versus Femininity (MAS) 
The Masculinity side of this dimension represents a preference in society for 
achievement, heroism, assertiveness and material rewards for success. Society at 
large is more competitive. Its opposite, femininity, stands for a preference for 
cooperation, modesty, caring for the weak and quality of life. Society at large is 
more consensus-oriented. In the business context Masculinity versus Femininity is 
sometimes also related to as "tough versus tender" cultures. 
 
Uncertainty Avoidance Index (UAI) 
The Uncertainty Avoidance dimension expresses the degree to which the members 
of a society feel uncomfortable with uncertainty and ambiguity. The fundamental 
issue here is how a society deals with the fact that the future can never be known: 
should we try to control the future or just let it happen? Countries exhibiting strong 
UAI maintain rigid codes of belief and behaviour and are intolerant of unorthodox 
behaviour and ideas. Weak UAI societies maintain a more relaxed attitude in which 




Long Term Orientation versus Short Term Normative Orientation (LTO) 
Every society has to maintain some links with its own past while dealing with the 
challenges of the present and the future. Societies prioritize these two existential 
goals differently. Societies who score low on this dimension, for example, prefer to 
maintain time-honoured traditions and norms while viewing societal change with 
suspicion. Those with a culture which scores high, on the other hand, take a more 
pragmatic approach: they encourage thrift and efforts in modern education as a way 
to prepare for the future. In the business context this dimension is related to as 
"(short term) normative versus (long term) pragmatic" (PRA). In the academic 
environment the terminology Monumentalism versus Flexhumility is sometimes 
also used. 
 
Indulgence versus Restraint (IND) 
Indulgence stands for a society that allows relatively free gratification of basic and 
natural human drives related to enjoying life and having fun. Restraint stands for a 
society that suppresses gratification of needs and regulates it by means of strict 
social norms. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
